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Appliance Burner No. L-50. Particularly 
adapted to any long, narrow combustion 
chamber. These units may be assembled 
end-to-end to make a lo row of jets, or 
side-by-side to make a nk of burners. 
Will give uniform heat distribution. 


BARBER 
BURNERS 


Barber 324-8 rou 
Conversion 


The record shows that Barber Burner units, for gas appliances of all 
kinds, have been given preference for over 30 years by hundreds of 
teading appliance manufacturers. In engineering design, laboratory 
facilities, and production experience—Barber has what it takes to 
provide the most efficient, economical units, properly adapted in size, 
shape, and all other respects, to each individual purpose. Barber 

Burners ore first choice with gas experts. 


Likewise, Barber Automatic Gas Conversion Burners, tailor-made for all fur- 
naces and boilers, are recognized as TOPS in combustion efficiency and trouble-free 
service. No amount of dolled-up appearance or complicated refractory construc: 
tion, or "spreaders," has ever been successful in offsetting the superior perform- 
ance of Barber patented Impinged Jets, intense direct flame application, and 
vacuum pre-mixture combustion. For the utmost in gas burner satisfaction—you 
can always rely on any product bearing the Barber name. 


Write for latest Catalog showing many types of Burners for Appliances, 
Gas Conversion Burners for Furnaces and Boilers, 
and Controls. 


THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Pusuic Utiuities ForTNIGHTLY .. 
stands for Federal and state regu- 
lation of both privately owned and 
operated utilities and publicly owned 
and operated utilities, on a fair and 
nondiscriminatory basis; for nondis- 
—— administration of laws; 
for equitable and nondiscriminatory 
taxation; and, in general—for the per- 
petuation of the free enterprise sys- 
tem. It is an open forum for the free 
expression of opinion concerning pub- 
lic utility regulation and allied topics. 
It is supported by subscription and 
advertising revenue; it is not the 
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.-. improved principle 
of boiler-furnace 
operation 

pioneered 

by B&W 





MAJOR COST-SAVING ADVANTAGES 
Eliminates ID fan—lowers demand charge. 
Prevents air infiltration—provides higher boiler efficiency. 
Simplifies draft control—permits quick, easy, effective ad- 
justment to optimum combustion conditions at all loads. 
Simplifies design — lowers initial cost of duct and stack 
arrangement. 
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ECENTLY, we had a chance to talk 
with a retiring executive of a large 
transit system. He had spent a long and 
useful life in public service and felt that 
on the whole he had been well rewarded 
for his efforts. But he could not help but 
wonder what the future has in store for 
the transit business in the United States. 


Pusiic ownership, he thought, is 
merely the most obvious and perhaps 
least satisfactory suggestion. The basic 
problem has nothing to do with who owns 
the streetcars and busses, but who is go- 
ing to use them. Most of our larger cities 
have discovered this ; and those which do 
not already own their transit systems 
show no enthusiasm. about acquiring 
them. 


“THE transit business,” said our retir- 
ing executive friend rather wistfully, “is 
something like organized religion. It was 
established essentially for the use of the 
masses. But like organized religion, those 
who go into it ought to have more of a 
taste for public service than hopes of 
getting rich.” 


HE went on to point out that transit 
operations are still very well patronized, 
if not exactly profitable, in those coun- 
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tries where the living standards and pur- 
chasing power of the masses have not 
risen to the point where they can pro- 
vide their own transportation. We need 
only look at the newsreels of European 
cities to note the continued heavy patron- 
age of streetcars and busses, not only 
during rush hours, but pretty well around 
the clock. 


PARADOXICALLY, that condition has 
not obtained in the United States in our 
larger cities for a good many years. True, 
World War II, with restrictions on au- 
tomobile production, gasoline and tire 
rationing, gave public transit companies 
a temporary economic breathing spell, 
but at the expense of overworked equip- 
ment and deferred replacements. 


HERE will this lead? Our retiring 

friend was obliged to concede that 
this was one of the problems he was pass- 
ing on to the rising generation in the 
transit business. “But some day,” he pre- 
dicted, “our people will have to come face 
to face with the issue that we cannot have 
our cake and eat it too, in the field of 
mass transportation.” 


HE went on to suggest some of the re- 
strictions and regulations on indiscrimi- 
nate private automotive transport that 
would be necessary to make mass transit 
again profitable and efficient and satisfac- 
tory for people who have to use it. He 
thought there might be an outside chance 
of some revolutionary change in opera- 
tions which would rejuvenate the busi- 
ness—belt conveyors, aerial transport 
boosters, or something of the sort. But he 
was not optimistic of any such fanciful 
change. He only knew that until we ar- 
rive at the point where mass transporta- 
tion is made more efficient and less ex- 
pensive for the great preponderance of 
urban dwellers and suburbanites, the eco- 
nomics of the business would continue 
to flounder in financial doldrums. 


By coincidence, we received recently a 
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@ In exacting times like these, 
your financing program needs to 
be reviewed frequently. For it 
must be comprehensive and flex- 
ible—more than ever geared to 
changing conditions. A well- 
organized approach to the finan- 
cial community is also of great 
importance. 

For years, Irving Trust has 
specialized in serving public 


SENIOR 
OBLIGATIONS 






utilities—by maintaining a staff 
of experts who are exceptionally 
well-qualified to give your com- 
pany help and advice. Next time 
you review your financing pro- 
gram, Irving’s Public Utilities 
Department would welcome the 
opportunity to contribute its 
broad experience. 


IRVING TRUST COMPANY 


ONE WALL STREET «+ 


Capital Funds over $118,000,000 


NEW YORK 15, N. Y. 


Total Resources over $1,200,000,000 


Wituam N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department 


Tom P. Watxer, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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careful, analytical article on this transit 
situation from another executive who has 
recently retired from the transit business. 
It is a 2-part series which begins in this 
issue, 


Tue author is JoHN H. BICKLEY, 
who spent two and a half years as presi- 
dent of the Louisville Railway Company 
and is still consultant and director of that 
organization. Mr. BicKLEy may be more 
readily recalled, by some of our readers 
in the telephone industry, for his direc- 
tion of the special investigation of the 
Bell telephone system by the Federal 
Communications Commission from April, 
1935, to August, 1937. A graduate of the 
University of Pennsylvania (’15), he be- 
gan a regulatory career with the Penn- 
sylvania Public Service Commission in 
1924, transferring to the Maryland Pub- 
lic Service Commission in 1925. From 
1928 to 1931 he was a public utility ex- 
pert with the Federal Trade Commis- 
sion, and from 1931 to 1935 he directed 
the accounts and finance department of 
the public service commission of Wis- 
consin. Prior to joining the Louisville 
Railway Company, Mr. BICKLEY was 
engaged in private consulting practice in 
Chicago. He is now similarly engaged in 
Houston, Texas. 


* * * * 


Apa the recent U. S. Supreme 
Court decision knocking out the 
Wisconsin antistrike law also involved 
transit company operations, the question 
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of antistrike legislation is as broad as the 
whole field of public utility operations. In 
this issue, beginning page 619, Puiuir B. 
WILLaue?R, legal specialist on labor prob- 
lems for the Philadelphia engineering 
firm of Simpson & Curtin, has endeay- 
ored to tell us what to expect now that 
the highest Court has spoken. A grad- 
uate of Ursinus College (AB, ’30), Clark 
University (AM, °31), University of 
Pennsylvania (PhD, ’35), and Temple 
University (LLB, ’37), Mr. WILLAvER 
has practiced and taught law in Phila- 
delphia. Since his admission to the bar, 
he has been especially active with bar 
association activities at the state and na- 
tional level. He has been with his present 
organization since 1947. 


* * * * 


MONG the important decisions pre- 

printed from Public Utilities Re- 

ports in the back of this number, may be 
found the following: 


THE Montana commission believes 
that payments made by an operating tele- 
phone company under a license contract 
with a parent company are allowable op- 
erating expenses where the company re- 
ceives value for these payments. (See 
page 129.) 


REAL estate held for future use was 
excluded from a telephone company’s 
rate base by the Montana commission. 
(See page 129.) 


THE Florida commission believes that 
hazards confronting a particular utility 
operating in a sparsely settled area and 
for several years subject to hurricane 
damage should be taken into considera- 
tion in arriving at rates. (See page 141.) 


THE Maine commission used invest- 
ment less depreciation and contributions 
plus an allowance for working capital as 
the rate base of an electric utility. (See 
page 150.) 


THE next number of this magazine 
will be out May 24th. 
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way use TWO? 


= 


This one machine handles all your 
figurework—handles it faster—and 
gives you printed proof of figure ac- 
curacy that eliminates needless check- 
ing and re-checking. It’s the Remington 
Rand Printing Calculator — engineered 
to meet the needs of modern business. 

You get short-cut multiplication; au- 


wien ONE WILL DO... 





tomatic division; lightning-fast addition 
and subtraction. These features, com- 
bined with compact 10-key keyboard, 
give you unmatched, balanced perform- 
ance. Send now for your FREE copy of 
“Balanced Performance”—and see how 
the Printing Calculator can speed up 
your figure production. 






the new Remington Rand 
PRINTING CALCULATOR 


of Balanced © Performance 
























Remington. Fkand. 

4 ww 6 6€. 

Room 2082, 315 Fourth Avenue, New York 10, N.Y. 
Please send me FREE copy of “Balanced Performance”—no 
obligation, of course. 

Name Title. 

Company 

Address 

City. Zone. ——— 





DOUBLE DUTY FOR DOUBLE VALUE 
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Coming IN THE NEXT ISSUE 


* 


FIXING UTILITY RATES IN THE LIGHT OF DOLLAR INFLATION 


Clarence H. Ross, nationally known Chicago attorney, who specializes in 
regulatory practices, has given serious thought to the dilemma presented 
by the present inflationary spiral and the rigid adherence of Federal com- 
missions to strict original cost rate making. 


FLORIDA'S NEW FULL-POWERED COMMISSION 


The current session of the Florida legislature has finally approved an offt- 
proposed measure to give the state regulatory commission jurisdiction over 
privately owned electric companies. C. E. Wright, author of business arti- 
cles, of Jacksonville, Florida, describes the provisions of this new law and the 
circumstances which led to its adoption, as well as the prospects of its 
administration. 


TRANSIT—A UNIQUE BUSINESS. PART II. 


The transit business is unique because it knowingly discourages patronage, 
charges higher prices because some patrons have deserted service, or 
charges a uniform price regardless of the amount of goods or services sold 
to individual customers. In view of its peculiar economic position, the 
modern transit company is often forced to do all these things. John H. 
Bickley, until recently the head of a large transit organization, has given us 
a down-to-earth discussion of the hazards of transit operations and what 
might be done about them. This concludes a 2-part series. 


HOW PORK FATTENS THE FEDERAL BUDGET 


A critical analysis of past blunders and other excesses in Federal spending 
for public projects of strictly local benefit or no benefit at all. M, R. Kynas- 
ton, Washington business analyst, has checked over some of the more 
flagrant examples of Federal expenditures under the guise of public works. 
There is a special introductory message from U. S. Senator Byrd of Vir- 
ginia, head of the economy bloc in Congress. 


* 


A | SO... Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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HIS double pen and paper holder was con- 
sidered quite an ingenious idea back in 
1886. 
The art of getting things done accurately and 
faster mechanically, no one will deny, has made 
tremendous strides in American offices. 


Take today’s analyses of consumers’ bills, for 
example. More and more utilities all over 
America are saving valuable time and money 
by having their bills analyzed on the specially 
developed electrical device shown below. 


Called the Bill Frequency Analyzer—it auto- 
matically classifies and adds in 300 registers— 
in one step. 











& 


—— 3 


Courtesy Bettmann Archives 





Getting work done in '/2 the time 


It does analyses in 14 the usual time . ... and 
at approximately 4 the cost of having the data 
compiled in the offices of the utility. 


Wouldn’t you like to know more about this 
unusual service which gives you an accurate 
picture of your consumers’ usage situation? 


Send for FREE booklet 
“The One Step Method of Bill Analysis” tells 
more about this accurate and economical 


method of compiling consumers’ usage data. 
Why not send for it now? 


Recording and Statistical 
Corporation 


100 Sixth Avenue, New York 13, N. Y. 
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Rosert A, TAFT 
U. S. Senator from Ohio. 


STEPHEN ENKE 
Lecturer, University of 
California. 


JouN A. Locan 
President, National Association 
of Food Chains. 


RutH SHALLCROSS 
Economist. 


KerrH FANSHIER 
Columnist. 


CHANDLER W. JONES 
President, Northern Berkshire 
Gas Company. 


Leverett S. Lyon 
Chief executive, Chicago Associa- 
tion of Commerce and Industry. 


J. W. Warp 


Financial editor. 


Tuomas JAMES Norton 
Authority on constitutional law. 
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CEaoukelle CEauke 


“There never was in the world two opinions alike.” 





—MGNTAIGNE 









“The essence of America is liberty—liberty of the in- 
dividual, liberty of the local community, liberty of in- 
dustry and labor.” 


“The nation needs an economic program that is po- 
litically unpopular rather than a political program that 
makes economic nonsense.” 


* 


“In a dynamic, progressive economy, there is no place 
for monopolistic restraint, whether such power rests with 
business or with the government.” 


> 


“Can we have half Socialism or 20 per cent Socialism 
without becoming a socialized society? Actually, it can- 
not be done no matter who tries it.” 


* 


“What this nation wants and needs is everlasting con- 
tinuing emphasis, not on dividing what there is—but in 
multiplying it so that there is more.” 


“We [public and private power alike] are all members 
of the same team—Uncle Sam’s—pulling together in the 
same harness, united in a common cause.” 


> 


“If we ever lose competition, we have lost free enter- 
prise. To the degree that we tolerate monopoly in our 
Capitalism, we are started on the English road to Social- 
ism.” 


* 


“Always when man-made laws run counter to economic 
laws there is evasion and later complete breakdown. There 
is one thing in this world which never changes. That is 
human nature.” 


* 


“Most of the worst ‘problems’ have been created by 
men in government who had never, before taking public 
office, exhibited any notable talent in the world of affairs. 
They have been incompetent ‘guides.’ Our constitutional 
system has been turned by them into a manufactory of 
problems and ‘emergencies.’ ” 
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HOWDY, NEIGHBOR 


A neighbor of yours is the Leece-Neville Centro 
Distributor. His name is listed below, opposit 
your city. He will be glad to tell you wh 
more and more Utility Companies are equippin 
their 2-way radio cars and trucks with the L-I 
Alternator System, that delivers 25 to 35 am: 
with engine idling. Or write the Leece-Neville 


LEECE-NEVILLE CENTRAL DISTRIBUTORS 


Albuquerque, New Mexico 
Spitzer Electrical Company 
Atlanta, Georgia 
Auto Electric & Magneto Co. 
Billings, Montana 
Original Equipment Company 
Birmingham, Alabama 
Birmingham Electric Battery Co. 
Boston, Massachusetts 
J. Connell Company 
Buffalo, New York 
Battery & Starter Company 
Charleston, West Virginia 
MacFadden Ignition Company 
Charlotte, North Carolina 
Carolina Rim and Wheel Co. 
Chicago, Illinois 
Illinois Auto Electric Co. 
Cincinnati, Ohio 


Cleveland, Ohio 
Columbus, Ohio 


Tri-State Distributing Corp. 
Cleveland Ignition Company 


G. W. Holmes Company 
Dallas, Texas 
J. J. Gibson Company 
Denver, Colorado 
Spitzer Electrical Company 


Electrical Service & Sales Co. 


Des Moines, lowa 


Detroit, Michigan 
Auto Electric & Service Corp. 
Fort Worth, Texas 
’ Generator Service Company 
Renter’ Goon. WwW. J. Connell Compony 
Houston, Texos 
Beard ond Stone Electric Co. Inc. 
Indianapolis, Indiana 
Gulling Auto Electric Co. 
Jacksonville, Florida 
Patten Sales Company 
Kansas City, Missouri 
E. S. Cowie Electric Co. 
Knoxville, Tennessee 
McNutt and Burks, Inc. 
lexington, Kentucky 
Kentucky Ignition Company 
los Angeles, California 
Electric Equipment Company 
Lovisville, Kentucky 
Ellingsworth Auto Electric Co. 


Cleveland 14, Ohi 


Memphis, Tennessee 
Automotive Electric Service C 
Miami 36, Florida 
Electric Sales & Service Co. In 
Milwaukee, Wisconsin 
Wisconsin Magneto Compat 
Minneapolis, Minnesota 
» W.E. Lahr C 
Nashville, Tennessee 
Automobile Electric Service q 
Newark, New Jersey 
Tire Trading Compo} 
New Orleans, Lovisiana 
John M. Walton, 4 
New York, New York 
Auvto-Llectric Distribute 
Oklahoma City, Oklahoma 
American Electric Ignition q 


Omaha, Nebraska 
Carl A. Anderson, | 
Philadelphia 30, Pennsylvania 
Auto Equipment & Service 





Phoenix, Arizona 
Cc. C. Jones, Battery & Electric 
Pittsburgh, Pennsylvania 
Automotive Ignition Compa 
Portland, Oregon 
Tracey & Company, 
St. Louis, Missouri 
Medart Auto Electric Compa 


Salt Lake City, Utah 
Frank Edwards Compe 
San Antonio, Texas 
Alamo Auto Electric & Brake 
San Francisco, California 
Frank Edwards Compe 
Shreveport, Louisiana 
Chain Battery & Automotive Sup; 
Syracuse, New York 
Frank A. Crossman, | 


Tacoma, beets 


uget Sound Auto Electric 
Toledo, Ohio 
Toledo Auto Electric Compa 
Wichita, Kansas 
E. S. Cowie Electric 

Toronto, Ontario, Canada 

Auto Electric & Service Co. 
Winnipeg, Man., Canada 
Beattie Auto Electric 
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Louis St. LAURENT 
Prime Minister, Canada. 


Tuomas L. STOKES 
Columnist. 


Ratpo W. Gwinn 
U. S. Representative from 
New York. 


C. E. KennetH MEEs 
Vice president, Eastman 
Kodak Company. 


Car.tos P. RomuLo 
Foreign Affairs Secretary, 
Philippines. 


Marvin O. Brices 
General manager, Indiana Farm 
Bureau Coéperative Association. 


RALPH BRADFORD 
International vice president, 
Chamber of Commerce of the 
United States. 


Georce E. SoKotskKy 
Columnist. 


EprrorraAL STATEMENT 
The Wall Street Journal. 
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“It is wise to remember that price ceilings do not pre- 
vent inflation.” 


¥ 


“Can we save the soul of America by chipping away 
those qualities which have made it?” 


> 


“It has become a common saying that whatever you 
take from the government nobody misses.” 


* 


“Recession in civilization and prosperity comes from 
failure to operate effective systems of political econ- 
omy and administration.” 


* 


“Let us by all means guard the foundation of our free 
life, this thing we call faith. Let us strengthen it in the 
individual as well as in the collective consciousness of our 
community.” 


> 


“[If£ a steel company buys a coal mine it is considered 
good business. But if a farm codperative buys a fertilizer 
plant it is called Socialism. . . . Codperative associations 
won't have to pay taxes so long as they are nonprofit or- 
ganizations.] Tie the free enterprise system to the 
farmer—he'll guard it.” 


* 


“Today we have geared our whole economy to Wash- 
ington. The shadow of the Capitol falls across every 
state, county, city, and hamlet in this country. There is 
not a leader in business, labor, or agriculture who ven- 
tures to take a new step without wondering what effect 
Washington will have on his plans.” 


* 


“A government, like an individual, often overextends 
and then discovers bankruptcy; there is no RFC to bail 
out the bankrupt government on the plea that it will 
make work. If the people object to more and higher 
taxes, they must oppose the welfare state. If they like the 
welfare state, they must agree to more and higher taxes 
every year until they work largely to pay taxes. It is as 
easy as that.” 


> 


“Union members in many lands have pursued the illu- 
sion that to become politically powerful would open a 
highway to Utopia, where wages rise steadily and living 
costs don’t. Well, it hasn’t worked that way in England. 
The better living still comes only from the sweat of hard 
work. And now a majority of the unionists there have 
voted to buck, on one important front, the party they put 
in power. The outcome could prove interesting. It’s evi- 
dence of a great disillusionment.” 
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Let Us Send You This ~ if 
New Complete Data on 


KINNEAR ROLLING DOORS 
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Kinnear Rolling [ 


THE KINNEAR MANUFACTURING CO. 


2060-80 Fields Ave. ‘ 1742 Yosemite Ave. 
Columbus 16, Ohio Factories: San Francisco 24, Calif. 


OFFICES AND AGENTS IN ALL PRINCIPAL CITIES 
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HUTSONVILLE STATION 


CENTRAL ILLINOIS PUBLIC SERVICE COMPANY 





The C-E Unit illustrated here is now in process of fabrication for 
the Hutsonville Station of the Central Illinois Public Service Com- 
pany at Hutsonville, Illinois. 


It is designed to serve a 60,000/75,000-kw turbine-generator operat- 
ing at a throttle pressure of 1450 psi with a primary steam temperature 
of 1000 F, reheated to’ 1000 F. 


The unit is of the radiant type with a reheater section located 
between the primary and secondary superheater surfaces. A finned 
tube economizer is located below the rear superheater section, and 


regenerative type air heaters follow the economizer surface. 


The furnace is fully water cooled, using closely spaced plain tubes. 
It is of the basket-bottom type, discharging to a sluicing ash hopper. 





Pulverized coal firing is employed, using bowl mills and tilting, 


tangential burners. B-476A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


Al > V E n 





ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS 
SYSTEM 





The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Eastern Pipe Line Company 

Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 

The Preston Oil Company 
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what’‘’we really make is time} 








DAY 





Little blocks, say 2”’ x 4” x 8’, don’t pile up very 
fast. 























We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece Q-Panels are fabricated from Galbestos, alumi- 
in advance at the factory. We put expert crews on num, stainless steel, galvanized and black steel 
the job to place them. ee 





Q-Panels, 3" in depth with 1%" of incombusti- 
ble insulation, have a thermal insulation value 


We make time, now, when time is the essence. superior to that of a 12" dry masonry wall with 

firred plaster interior. A single Q-Panel with an 

“vy i Bl ae area of $0 sq. ft. can be erected in nine minutes 
We save days and weeks in finishing a building with a crew of only five men, and twenty-éve 

~ for use, because years have been put into the a erected as much as ao acre of wall 


development of these unique skills. al 
-Panel tion i ick, dry, clean, 
nee ? ote rn ieceag “aediom of architectura} 
Quick is the word we practice. expression. 





H. H. ROBERTSON CO., PITTSBURGH, PA. 


2424 Formers Bank Building Offices in 50 Principal Cities 
Pittsburgh 22, Penasylvanic World-Wide Building Service 
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DOWN TO CASES 


... in providing fire protection for transformers! 





















At 5:25 P.M. on Sept. 7, 1949, an explosion blew off the 14” x 36” handhole 
cover of the high voltage disconnect switch chamber on top of a 20,000 
KVA, 36/13.8 KV transformer at the Harvard Street Substation. About 
120 gallons of flaming oil were released. 

The Grinnell MULSIFYRE System operated at once and saved the trans- 
former from further damage. 


C ASE ] POTOMAC ELECTRIC POWER COMPANY, Washington, D. C. 


CASE ? UNION ELECTRIC POWER COMPANY, Venice, lilinois 


At approximately 7:00 P.M. on Wednesday, September 14, 1949, the B 
phase pothead on- the oil-filled high voltage terminal compartment of a 
13,800/33,000 Volt, 12,000 KVA feeder transformer failed. The oil drained 
out of the compartment and ignited. 

The Grinnell MULSIFYRE System protecting this transformer had been 
completed except for the automatic controls. The Deluge Valve was tripped 
manually and the fire was extinguished “almost immediately, thereby pre- 
venting extensive damage to the transformer and adjacent equipment. 
Damage was limited to $1200.” 


zo Oe. 


C AS fc 3 NARRAGANSETT ELECTRIC COMPANY, Providence, R. |. 


Early in 1945, drizzle-wetted coal dust, streaking 
on an insulator, caused a flash-over which ignited 
an oil spill. 

Manual operation of a gate valve turned on the 
fixed MULSIFYRE System, extinguishing the fire. 


aS 8, 
#3 
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Don't take chances! If your transformers are not pro- 
tected by this emulsion-forming spray system, get the 
full tacts by writing to: Grinnell Company, Inc., Provi- 
dence, R. I. Branch offices in principal cities. 


GRI NNEWMaladfyte 


EMULSION-EXTINGUISHMENT OF OIL FIRES 
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puplings are different—there are more 
an thirty different types. The right 


upling in the right place means long, 


ouble-free service. The Capitol cou- 
ing you specify is made for the job— 
bu can depend on it. 


blic Utilities, Railroads, and Industry 
ok to Capitol for specialized needs. 
apitol couplings are made to the 


Specify Capitol Couplings 





2UPLINGS —— NIPPLES JNIONS RADIANT H 


RNACE COILS WELL SUPPLIES STEE 


specifications of the American Iron and 
Steel Institute, the Association of 
American Railroads, and the American 
Petroleum Institute. This means top per- 
formance under exacting conditions. 


Capitol dependability is backed by a 
quarter-century of service through 
recognized wholesalers. 
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NOW AVAILABLE 





A Special Service Covering Federal 


= 








EMERGENCY CONTROLS 


As They Affect UTILITY COMPANIES 


$10 a month, 
including— 
Numbered bulletins issued 
every two weeks, with supple- 
mental and interim releases, 


mailed as required, to provide 
full coverage. 


Mail Your Order 
Today 


HE P.U.R. Emercency Controis SERVICE is 

designed to provide subscribers with the full 
or pertinent text of all special regulations issued 
under the direction of the Defense Mobilization 
Administration and its various agencies, as they 
apply directly to the utilities—electric, gas, tele- 
phone, transit and pipe line companies. General 
regulations are reported with interpretive treatment, 
pointing out such portions as may pertain to the 
utilities. 


The purpose of this new Service is to furnish 
subscribers with a complete, authentic compendium 
of applicable controls and regulations, in convenient, 
time-saving form, with periodical indexes—all per- 
forated for filing in standard binders. This is not 
merely a prompt and well presented reportorial 
service, but one that also contains interpretive in- 
formation provided by our staff organization, based 
upon direct contact with the sources of administra- 
tive action. Utility officials, operating executives 
and others will find the P.U.R. Emercency Con- 
TROLS SERVICE an invaluable aid during the present 
emergency period. 


P.U.R. EMERGENCY CONTROLS SERVICE 


PUBLIC UTILITIES REPORTS, INC. — Publishers 
309 Munsey Building © Washington 4, D. C. 
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With a Dodge “‘Job-Rated” truck you save on 
gas and oil and upkeep. You save time and 
work and trouble. 


How a Dodge truck is “Job-Rated” 
for utility operations = 


A Dodge “Job-Rated” truck is engi- 
neered at the factory to fit a specific 


Along with these important savings, you 
job... save you money... last longer. 


get the benefits of more than 50 improve- 
ments. You get more power than ever, greater 
ease of handling, new comfort, and riding 
smoothness, smart new styling! 

You'll find a complete range of Dodge “‘Job- 
Rated” trucks to meet every utility trucking 
need— 14-ton through 4-tons, including the 
versatile Dodge Power-Wagon and powerful 
6-wheelers. 

Find out from your nearby Dodge dealer how 
much you save with a truck that fits your 
job—a Dodge “Job-Rated” truck! 


J0b-Ralad TRUCKS DO THE MOST FOR YOU 


(Manufacturers Service Agreement) 


Every unit from engine to rear axle 
is "Job-Rated’’—factory-engineered to 
haul a specific load over the roads 
you travel and at the speeds you 
require. 


Every unit that SUPPORTS the load— 
frame, axles, springs, wheels, tires, 
and others—is engineered right to 
provide the strength and capacity 
needed. 


Every unit that MOVES the load— 
engine, clutch, transmission, pro- 

peller shaft, rear axle, and — 
engineered right to meet a partic 
operating condition. 
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OD NAME 
A GO SD i 


Ee FOR OVER 
y Ez 60 YEARS 
Aa ry 
YY A name at all times recognized \} 


| ¥Z/ for QUALITY, SOUND ENGINEERING, and DEPENDABLE 
SERVICE for more than sixty years is the most valued possession of YY} 
Springfield Boiler Co. Today, the continuing success of the company 
rests firmly on this cornerstone. This is your assurance of satisfaction \ 
when you place a contract with SPRINGFIELD! 
Springfield specializes in the production of a wide range of steam 
generating equipment for modern power plants. Springfield 


is organized to apply the same engineering skill to YU] 
all contracts, large or small. We will be glad to 
















y 










submit a proposal covering your requirements. WY 
\ SPRINGFIELD BOILER COMPANY, fl 
\ 1960 E. Capitol Avenue, —4 
SY Z 







 ——. 


YX Springfield, Ill. ZZ Saas 
alll 




















Designers, Fabricators 
and Erectors of 
BENT TUBE BOILERS 
e . 6 STRAIGHT TUBE BOILERS 

SUPERHEATERS 

DESUPERHEATERS 
AIR HEATERS 
4 4ha44 ECONOMIZERS 
WATERWALLS 

© n COMPLETE STEAM 

OQO GENERATING UNITS 

r 
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ONE MAN UNLOADS 
A CAR OF COAL 
IN 45 MINUTES 


B4l134 


ONE MAN 
CAN MOVE OVER 
400 TONS PER HOUR 











BARBER-GREENE COMPANY, AURORA, ILLINOIS 


A 
A company of engineering and 1 ufacturing experts. d 
ale ve for loading, unloc onveying bulk m 
t Kk fc lele € t Jitcr , re 


You can’t do much to lower the 
cost of coal delivered at your sid- 
ing, but you can save substantial 
man power, equipment and demur- 
rage charges in getting it from cars 
to boilers — with Barber-Greene 
portable, low-cost Coal-handling 
Conveyors. For example... 


One man with a Barber-Greene 363 Portable 
Conveyor and 358 Car Unloader can unload — 
to stock pile, truck or boiler-coal conveyor — as 
many as fen cars of coal in an 8-hour day. The 
Conveyor can be moved all over your storage 
area and used on a variety of other 

work, including removing and 

loading ashes. 





This, the Barber-Greene 374 Portable Conveyor, 
has the capacity of many permanent conveyors, 
yet it can be towed easily behind a truck to 
wherever you have a bulk materials moving 
problem. Easily operated by one man, it can 
cut car unloading costs as much as 90%. Write 
for bulletins on the B-G equipment which inter- 
ests you. 
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Foster Wheeler p 


vel, 
WATER TUBE DESIGN ives ore 
3%” centers : 


FACTORY ASSEMBLED 


WIDE RANGE OF CAPACITIES 


HIGH STEAM TEMPERATURES 


PORTABILITY 


EXPERIENCE 


EASILY INSTALLED 


OU) splele) Si kyr Vee wilel. 


ACCESSIBILITY 


COMBUSTION CONTROLS 


CONTROL VALVES 


CLEAN HEATING SURFACES 


HEAT LOSS MINIMIZED 


RAPID LOAD SWINGS 


| on 


pmbined features that distinguish 











2 pis : é ae 

§ , Pe i 7 f 4%, 
yo Be. TORRE scree Fai 

Cia Me ke E. Sead 


ackage steam generato 
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bur operation deserves a real steam 

ant. Today, mounting orders from 

rge and small companies alike tes- 
to the fact that Foster Wheeler 

pckage Steam Generators are sup- 
ing industry's answer to the need 
a compact, highly efficient source 
steam. These units assure econ- 
y in the cost of steam production 
d high availability. They are easi- F TW] WwW 

installed and adapted to various O Ss T E R H E E LE 
el and firing arrangements. The 

bster Wheeler Package Steam Gen- 

ator presents a relatively inexpen- 
way to modernize your plant. 


further information, write FOSTER WHEELER CORPORATION - 165 BROADWAY, NEW YORK 6, NW. Y. 
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CUT YOUR MACHINE 
INVESTMENT WITH VERSATILE 


‘CLEVELAND 
TRENCHERS 


s.| Here’s how to stretch your equipment 
dollar—do all your distribution trench- 
ing with one machine...the CLEVE- 
LAND “Baby Digger” Model 92. 
Trench depth: up to 5 full feet. Trench 
widths: from 10” to 20”. Compact 
and highly maneuverable, it works 
handily in the tightest places, puts the 
edge of a 20” trench within 17” of a 
side wall. Loading on or off its tilt- 
bed “*T-5”"’ trailer in 5 minutes, it 
jumps quickly between jobs. Like its 
famous bigger brothers, the “92” is 
dependably fast and rugged. Year 
‘round digging season. See your dis- 
tributor today. 


THE CLEVELAND TRENCHER CO. 


e 20100 ST. CLAIR AVE., CLEVELAND 17, OHIO 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 
Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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Particularly in motors, deaerating fe 
water heaters, generators, and turbines, Elli 
engineers, backed by boldly successful enginee 
research, have set the pace in design and performar 
standards. In the field of power generation, so 
engineering is accepted as an established Elli 
characteristic. 


JEANNETTE, PA. 
Plants at: JEANNETTE, PA. * RIDGWAY, PA. * AMPERE, 
SPRINGFIELD, O. * NEWARK, N. J. 
DISTRICT OFFICES IN PRINCIPAL CITI 
PRODUCTS: TURBINE-GENERATORS * DEAERATING HEATERS © GENERA 
FOR DIESELS, ETC. * TURBOCHARGERS FOR DIESELS * STRAINERS 


CENTRIFUGAL BLOWERS ° CONDENSERS ° MECHANICAL Di 
TURBINES ©* STEAM JET EJECTORS * TUBE CLEANERS * M0’ 
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10 T* I Pennsylvania Electric Association, Transmission and Distribution Committee and 
Electrical Equipment Committee, begins joint spring meeting, Reading, Pa., 1951. 
ll F I National Rivers and Harbors Congress begins special meeting, Washington, D. C., 1951. 
Se I American Gas Association will hold annual executive conference, Chicago, Ill., June 
12 1, 2, 1951. 
13 S { Edison Electric Institute will hold annual convention, Denver, Colo., June 4—7, 1951. 
14 M { United States Independent Telephone Association begins executive conference, e) 
White Sulphur Springs, W. Va., 1951. 
15 T* q Pennsylvania Gas Association begins annual convention, Wernersville, Pa., 1951. 
16 W { American Gas Association ends production and chemical conference, New York, N. Y., 
1951. 
17 T* 4 American Water Works Association, Pacific Northwest Section, begins meeting, Van- 
couver, British Columbia, Canada, 1951. 
18 F { National Association of Electric Companies begins one-day annual meeting, Washington, 
19 S¢ { Public Utilities Advertising Association ends annual meeting, New York, N. Y., 1951. 
20 Thee of National Association of Electrical Distributors begins, Atlantic City, N. J., 
1951. 
{ Missouri Association of Public Utilities begins convention, St. Louis, Mo., 1951. () 
21 ¥ Pacific Coast Electrical Association begins convention, Los Angeles, Cal., 1951. 








{ Kansas Telephone Association begins annual convention, Kansas City, Kan., 1951. 




















Water Works Association, Canadian Section, ends annual meeting, Winni- 


I American 
i Canada, 1951. 


peg, Manitoba, 
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Courtesy, Montana Power Company 


Horsepower in the Raw 
View from downstream of Ryan dam near Great Falls, Montana 
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Transit—A Unique Business 


PART I 


The peculiar economic position of the transit industry 

makes it particularly vulnerable to the impact of in- 

flation. Some suggested steps that might be taken 
to correct this situation. 


By JOHN H. BICKLEY* 


r NHERE is no other business quite 


like urban mass transportation. 

What other business (1) know- 
ingly discourages desirable patronage, 
(2) charges higher prices because, in 
part, some people have discontinued or 
curtailed their patronage, and (3) 
charges a uniform price regardless of 
the amount of goods or services sold 
to individual customers? No other pri- 
vate enterprise could pursue any one of 
these practices, let alone all three, and 
long survive, and the road to survival 





*For personal note, see “Pages with the 
Editors.” 
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for transit companies is a rocky one, 
indeed. 

Local transit is unique in another 
respect. Although it renders an essen- 
tial public service, a service without 
which the functioning of any large 
community is seriously hampered, it 
nevertheless has grave difficulty in 
making ends meet. Currently, and dur- 
ing the past several years, no sooner is 
a moderate profit realized, when it 
again vanishes or declines to a point 
far below a return commensurate with 
risks. 

The margin between profits and 
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losses is characteristically small, and 
this explains the low appraisal placed 
on transit company stocks. Even in the 
boom years of World War II, the 
spread between revenues and operating 
expenses, including taxes, reached a 
high of 13.6 per cent, in 1942, and for 
the five years 1941-45, averaged but 
12.2 per cent. That is, out of each dol- 
lar of revenue, only 12.2 cents re- 
mained to pay interest and dividends 
and for reinvestment. The depression 
years were more profitable — from 
1932 to 1936, net operating income 
(revenue less expenses but before in- 
terest charges) averaged 13.9 per cent 
of revenues. 


(oe have become worse 
since 1946, and in the three years 
1947-49, the operating net fell to an 
average of 3.5 per cent of revenues. 


This was less than one-fifth the ratio 
of the electric utility industry and was 
below most industry groups. 

Figures showing the return on capi- 
tal stock equity, or net assets, are not 
available for the entire industry. But 
for 27 companies’ having aggregate 
operating revenues of $412,508,300, 
in 1949, net income, after fixed charges 
and income taxes,® averaged 2.14 per 
cent of net assets. Seven of the 27 
companies had losses in 1949, and nine 
in 1948. 

This percentage return compares 
with 13.8 per cent for 1,710 
manufacturing companies and 11 per 


1 Includes four holding companies for transit 
properties. 

2 Net income after fixed charges and income 
taxes is to be distinguished from net operating 
income, referred to in previous paragraphs. 
Net operating income is the excess of operating 
revenues over the sum of operating expenses, 
including depreciation, and taxes, but before 
interest charges. 


cent for 3,322 other corporations! 

The same net income of the 27 
transit companies, in 1949, averaged 
1.78 per cent of revenues, compared 
with an average of 6.8 per cent for the 
1,710 manufacturing companies. 

A comparison of the transit compa- 
nies with certain other industry groups 
is given in Table I, page 599. 


Causes of Low Earnings 


HAT accounts for this unfortu- 

nate plight of the transit indus- 
try? Generalizations on the causes of 
profits and losses can seldom be made, 
for numerous factors are involved. 
While an industry may be experienc- 
ing low earnings, some companies in 
the group may do much better than 
others. Conversely, when average 
earnings are high, some companies 
fare poorly. The quality of manage- 
ment often contributes to such differ- 
ences, and the skill with which direc- 
tors and officers carry on the affairs of 
a business can mean the difference be- 
tween gains and losses. 

In the transit industry, two condi- 
tions have been operating to depress 
earnings, but some companies have 
been better able to cope with them. 
Nevertheless, transit systems generally 
are feeling the adverse effects of a de- 
cline in riding, accompanied by rising 
costs. 

While costs have been ascend- 
ing sharply, riding has been going 
down, and has been since the peak year 
1946, so that in 1949 it was 20.6 per 
cent less than in 1946, and 12.1 per 
cent under 1948.* 


8 The National City Bank of New York, 
Monthly Letter, April, 1950. aie 

# Revenue passengers carried by transit lines, 
exclusive of elevated and subway. 
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Decline in Riding 
T= major cause of the loss of 
traffic has been the inroads of the 
private automobile; and, except for 
emergency shortages of cars, tires, and 
gasoline, riding will continue to be 
diverted from transit lines. 

The changes in private automobile 
registrations and transit riding are 
significant. The number of transit pas- 
sengers Carried increased almost un- 
interruptedly from 1907 to 1926, when 
aprewar peak was reached at 80.8 per 
cent above 1907. During the same 
period, passenger car registrations in- 
creased substantially each year, and, 
in 1926, they were 137 times the num- 
ber in 1907. 

It appears that while the private car 
had some effect on transit riding, be- 
ginning about 1910, when 458,377 
cars were registered, the full impact 
was not felt until late in the 1920’s. 
At the close of 1929, car registrations 


reached a predepression maximum of 
23,060,421, or 20 per cent more than 
at the end of 1926, but transit riding 
in 1929 was down slightly, by 2 per 
cent, compared with 1926. During the 
depression, both registrations and 
transit traffic shrunk, and both reached 
a bottom in 1933; but from 1929 to 
1933, registrations declined only 10.7 
per cent, while transit passengers 
dropped 33.1 per cent. 


Automobile registrations resumed 
their climb until war-born scarcities of 
cars, tires, and gasoline reversed the 
movement, in 1942. By the end of 1941 
there were 43.4 per cent more cars than 
at the depression’s lowest point, but 
in 1941 transit riding was only 24.1 
per cent higher than in 1933, and still 
much below the level of the 1920’s. 
Thus, although both transit traffic and 
car registrations grew from the de- 
pression depths, riding increased only 
55.5 per cent as much as registrations. 


e 


TABLE I 


PERCENTAGE OF NET INCOME TO NET ASSETS AND TO 
REVENUES OR SALES 


Industry Group 
Transit 
*Electric, power, and gas 
*Class I railroads 
*Manufacturing 
*Meat packing 
*Clothing and apparel 
*Petroleum products 
*Chemical products 
*Iron and steel 
*Household appliances 
*Auto and trucks 
*Coal mining 
*Oil and gas 
**All manufacturing 


% Margin 
On Sales 
1949 1948 


% Return on 
Net Assets 
1949 1948 
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The war gave a measure of pros- 
perity to transit systems. From 1941 
to 1945, car registrations fell 13 per 
cent, and transit riding reached new 
heights—68 per cent more passengers 
having been carried in 1945 than in 
1941. Trouble again appeared. Riding 
was slightly more in 1946 than in 1945, 
but, by 1949, it was 19.7 per cent less 
than in 1945. In the meantime, car 
registrations reached a point 41.3 per 
cent higher. 

That the decline in transit traffic has 
been practically nation-wide, is evi- 
denced by Table II. 


Fare Increases 


| ae increases have been another 
cause of loss of traffic, and a month 
hardly passes that some transit system 
does not announce an increase in its 
charges. Whether the recent decline in 
riding is in part a cause or a result of 
higher fares has been variously de- 
bated, but it may be concluded that 
(a) one reason for the advance in 
charges has been the loss of patronage, 
and (b) an increase in fares causes a 
decline in riding. Thus, each acts upon 
the other. In any event, while riding 
has been going down, fares are becom- 
ing higher and higher; and, from a 
revenue standpoint, there is a race be- 
tween declining traffic and increasing 
charges for service. 
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Transit fares, measured by the aver- 
age passenger revenue per revenue pas- 
senger carried, were relatively stable 
from 1926 through 1947, the range 
having been from an average of 68 
cents for each of the three years 1934- 
36, to 7.5 cents in 1929 and 1930, or 
a difference of only 8.8 per cent. The 
maximum percentage changes from 
year to year until 1948 were a decline 
of 4.1 per cent in 1932 and an increase 
of 4.2 per cent in 1947. These were 
moderate fluctuations compared with 
other price movements. 


“= average fare from 1926 to 
1931, inclusive, was as high or 
higher than any subsequent year until 
1948—from 1926 to 1931 the range 
having been from 7.3 to 7.5 cents, and 
from 1932 to 1946, from 6.8 to 7.1 
cents. The average for the twenty-four 
years, 1926-49, was 7.2 cents, for the 
twelve years, 1926-37, 7.1 cents, and 
for the next twelve years, 7.3 cents, 
with the highest fares in 1948 and 
1949. But even with the years 1948 and 
1949 included, the average for the past 
five years was but 4.6 per cent higher 
than the five years, 1926-30, and the 
average for the two years, 1948-49, 
only 17.6 per cent more.® 

The recent upward movement in 


5 Transit lines, exclusive of elevated and 
subway. 


TABLE II 


Number of 
Operations 
Reported 
(Private 
And Public) 
149 
155 
153 


Number 
Reporting 
Decline in 

Riding 


Average 
Percentage 
Decline 


% of No. 
Of Declines 
To Total 
101 67.8% 

130 83.9 
149 97.4 


4a Average of individual percentage declines and not a weighted average. 
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TABLE III 


Passenger Revenues 
(In Millions) 

Jo 
Increase 
Or 
Decrease 


+0.7% 
—1.6 
+6.3 
—1.9 


+2.6 
+4.3 


Amount 


Revenue Passengers 
(In Millions) 

% 0 
Increase Increase 
Or Or 
Decrease Decrease 

nil% nil% 
— 46 + 42 
— 5.4 +12.2 
—12.1 +108 
—20.6 +29.6 
—16.8 +24.3 


Average Fare 


Number 
16,434 
15,678 
14,839 
13,048 





fares started in 1947, concurrently 
with the decline in riding. In 1949, the 
average fare was 9.2 cents. This was 
10.8 per cent more than in 1948, 24.3 
per cent higher than in 1947, and 29.6 
per cent above 1946. These advances 
have not been unduly high, but they 
have had the effect of reducing desir- 
able patronage — short-haul riding; 
and it may be reasoned that the higher 
the fare, the longer the remaining av- 
erage ride. 


Revenues 


BY reason of the steady decline in 
the number of people carried, 
revenues have fallen behind the fare 
increases. In spite of a 4.2 per cent in- 
crease in the average fare in 1947, 
revenues declined 1.6 per cent. In 1948, 
the average fare again advanced, by 
12.2 per cent, but revenues increased 
about half as much percentagewise. 
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Even with a 10.8 per cent increase in 
1949, revenues dropped 1.9 per cent. 
Thus, with a 29.6 per cent higher aver- 
age fare in 1949 than in 1946, reve- 
nues went up only 2.6 per cent. These 
movements and relationships are 
shown by Table III. 


[ one purpose of the fare increases 

was to compensate for loss of traf- 
fic, the purpose has not been well 
served, except in 1948; and, from the 
standpoint of net earnings, the higher 
fares still failed to yield a sufficient re- 
turn. Furthermore, whether the bene- 
fits, short- or long-lived, of fare in- 
creases accrue solely from higher fares 
or from other causes is at times prob- 
lematical. 

It may be that if the same or higher 
earnings accompanied higher charges, 
the cause was not entirely the advance 
in prices. 
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Rising Costs 


ie is not suggested that the higher 
fares have been due solely, or even 
mainly, to loss of traffic. Other and 
more potent forces have been at work. 
Higher wage rates, payments for 
fringe items, such as report on and 
mark off, travel and minimum time, 
and other employee benefits, including 
vacations, paid holidays, old-age and 
disability pensions, and health insur- 
ance have added to unit costs, as have 
advances in material and equipment 
prices. 

From an average operating cost per 
revenue passenger carried of 5.6 cents 
for the five years, 1935-39, 5.7 cents 
for 1941, and 5.6 cents for 1945, the 
cost shot up to 8.8 cents in 1949, an 
increase ranging from 54 to 56.8 per 
cent. In contrast, the average transit 
fare in 1949 was from 30.1 to 34.5 
per cent higher, in comparison with 
the earlier periods mentioned. 

Wages absorb over 50 per cent of 
transit revenues. Figures on operating 
and maintenance payrolls are not avail- 
able for the industry as a whole, but 
the cost per revenue passenger appears 
to have increased in the neighborhood 
of 60 per cent from the average for the 
five years, 1935-39, to 1949, and for 


the five years, 1945-49, was about 24 
per cent above the earlier 5-year 
period. 

The average hourly earnings of non- 
supervisory employees of local rail- 
way and bus lines rose from $1.071 in 
1946 to $1.339 in 1948, or 25 per cent, 
and 34.4 per cent from 1946 to 1949, 
Because of reductions in the work- 
week, average weekly earnings rose 
less—17.5 per cent from 1946 to 1948, 
and 22.9 per cent from 1946 to 1949! 

The average hourly rate paid to 
union operators in 75 cities advanced 
from $1.10 in 1946 to $1.37 in 1948, 
or 24.5 per cent, and 30.9 per cent from 
1946 to 1949.” 

These increases in hourly and week- 
ly earnings do not include other forms 
of compensation to employees, which 
have gone up materially during the 





6U. S. Department of Labor, Bureau of 
Labor Statistics. The aioe hourly and 
weekly earnings for 1947, and 1949 are 
not strictly comparable with earlier years, but 
the percentage increases given are substan- 
tially accurate. 

7U. S. Department of Labor, Bureau of 
Labor Statistics, Union Wages and Hours: 
Local Transit Operating Employees. Inasmuch 
as the average hourly rates quoted are weighted 
for the number of employees, and 19 cities 
having a population of over 000 (1940 
census) account for 72.8 per cent of the total 
population for the 75 cities, the significance of 
this weighted average hourly rate is limited. 
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TABLE IV 
Operating Nonsupervisory Employees Average 
ost Per Average Average Hourly 
Average Revenue Hourly Weekly _ Rate of 
Fare Passenger Earnings Earnings Union Operators 
% In- % In- % In- % In- % In- 
Year Amount crease Amount crease Amount crease Amount crease Amount crease 
, ee 2 nil % i 91¢ 52% $1.071 10.0% = 55 5.1% $1.10 17.0% 
1947 .... 74 42 6.77 14.6 1.221 140 7.14 87 1.25 13.6 
Pe «cue: Ge 12.2 7.76 14.6 1,339 9.7 a 73 80 137 9.6 
1949 .... 92 10.8 878 813.1 1439 87.5 64.61 4.7 1.44 5.1 
1946-48 . 16.9% 31.3% - 0% z .* 24.5% 
1946-49 . 29.6 48.6 34.4 30.9 
1945-49 . 29.6 56.2 47.7 52 53.2 
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past years, but the rates quoted will 
suffice for a comparison with the in- 
creases in the average fare, as in 
Table IV, page 602. 


ie fares fell behind increases in 
operating costs and employee 
earnings is clear. The average fare in 
1946 was the same as in 1945, but op- 
erating costs per revenue passenger 
carried rose 5.2 per cent and wages 
from 5.1 to 17 per cent, according to 
the average earnings used. Similarly, 
in 1947, costs per passenger rose 14.6 
per cent and employee earnings from 
8.7 per cent to 14 per cent, but fares 
advanced only 4.2 per cent. 

In 1948 and 1949, the average 
fare increased less than cost per pas- 
senger but more than average em- 
ployee earnings. 

If since 1945, the average fare had 
increased as much, from year to year, 
as the average hourly earnings of non- 
supervisory employees, it would have 
been from seven-tenths of a cent to 
1} cents higher each year and would 
have amounted to 10.5 cents in 1949, 
instead of 9.2, or 14.1 per cent more. 
And had the average fare increased as 


much as the cost per passenger carried, 
since 1945, it would have been from 
four-tenths of a cent to 1.9 cents higher 
and would have been 11.1 cents in 
1949. 


Fares and Commodity Prices 


‘= price of a transit ride, like 
other monetary values, is relative. 
The real price may be more or less than 
the absolute, when measured in terms 
of the purchasing power of money. In 
relation to such purchasing power, 
based on the consumers’ price index, 
the average fare of 9.2 cents, in 1949, 
amounted to only 5.4 cents and was 
slightly lower than at 7.1 cents in 1945. 
In fact, on this basis, the average fare 
in each of the five years, 1945 to 1949, 
was lower than in any other year for 
which data are available, and this ex- 
tends back to 1926. Although fares 
have gone up since 1947, the average 
was less in 1949 than in any year since 
1926, except for 1946, 1947, and 1948, 
when adjusted to the purchasing power 
of money. 

If the average fare had followed the 
consumers’ price index, since 1935-39, 
it would have been 11.6 cents in 1949, 
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TABLE V 


WHAT THE AVERAGE TRANSIT FARE WOULD HAVE BEEN IN 1949 IF IT HAD 
INCREASED AS MUCH AS CERTAIN COSTS AND PRICES 
FROM VARIOUS PREVIOUS PERIODS 


Based on Increases in 


1. Transit operating expenses per revenue passenger 


Average Fare in 1949 to 
Reflect Increases Since 
Average 
1929 1935-1939 1941 1945 
1l.1¢ 


2.Average hourly earnings of nonsupervisory transit 


employees 
3. Cost of living 
4. Food prices 
5. Bituminous coal 
6. Gasoline, without taxes 


N.A—Denotes not available. 


NA.¢ 107¢ 10.7¢ 
10.5 
9.3 


13.4 
10.3 


11.2 
13.3 
11.9 10.5 
10.5 99 
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instead of 9.2 cents, or 25 per cent 
more. If it had increased as much as 
the same price index since 1926, it 
would have been 9.8 cents in 1949, and 
if since 1935 fares had kept abreast of 
the price index, the average in 1949 
would have been 11.7 cents. 

To show what the average fare 
would have been in 1949 had it in- 
creased as much as certain other items 
since various past periods, Table V, 
page 603, has been prepared. Except 
for the increase in the price of gaso- 
line from 1929 to 1949, the fare in 
1949 would have been from a fraction 
of 1 per cent to 60 per cent more than 
the actual of 9.2 cents. 

The average of the 22 items re- 
ported is 11.3 cents, or 22.8 per cent 
above the 9.2 cents. 


Traffic and Mileage 


iy might appear that such a material 
decline as has occurred in riding 
would have made possible a sufficient 
adjustment of service to effect sub- 
stantial cost reductions. This has not 
been the case, although some reduction 
was effected in 1949. 

With fewer passengers carried in 
1947 than in 1946, more miles were 


operated. And although revenue ve. 
hicle miles were reduced slightly in 
1948, by 0.9 per cent, and again in 
1949, by 4.5 per cent, cost reductions 
due to service adjustments fell far 
short of the traffic losses. 


HE relationship between traffic 

and vehicle mileage is shown by 
the average number of passengers car- 
ried per revenue vehicle mile operated, 
as in Table VI. This average dropped 
from 7.2 in 1946 to 6.6 in 1948, or 8.3 
per cent, and then to 6.1 in 1949, which 
was 15.3 per cent under 1946.° A de- 
cline of this nature, but not necessarily 
of the same proportion, is to be ex- 
pected, for revisions of service cannot 
march in step with traffic losses. There 
is an irreducible minimum of service, 
inasmuch as curtailments that go too 
far hurt patronage. Moreover, during 
the war period, vehicles were heavily 
and sometimes overloaded, because 
sufficient equipment was unavailable. 
Nevertheless, a ratio of an 11.2 per 
cent decline in riding to a 4.5 per cent 
reduction in mileage, or over 2 to 1, 
as occurred in 1949, would suggest 
tardy action, particularly in view of a 


8 Transit lines, exclusive of elevated and sub- 
way. 
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TABLE VI 


Revenue Miles 
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Total Passengers 
(In Millions) 


% 
Increase 
Or 
Decrease 


nil % 
— 37 
— 52 
—11.2 
—18.9 


Number 


Operated 
(In Millions) 


% 
Increase 
Or 


Number Decrease 


2,845.4 
2,880.1 
2,853.0 
2,723.6 
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Passengers 
Per Mile 


% 
Increase 
Or 
Number Decrease 


7.2 — 2.7% 
6.9 . 
6.6 
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TABLE VII 
(Dollars in Thousands) 


Expenses 
Operating Including 
Revenues 
% In- 
crease 
Or De- 
crease Amount 
+1.2 $1,129,430 
—0.5 1,238,740 
+7.0 1,343,651 
+0.2 1,338,327 
+6.7 
+7.2 


Year Amount 
1946 ... $1,397,100 
1947 ... 1,390,800 
1948 ... 1,488,600 
1949 ... 1,490,900 
1946-49. 

1947-49. 


+8 


18. 


Depreciation 
% In- 


crease 
Or De- 
crease Amount 


+ 58 
+ 97 


5 


Operating 
Income 

% In- 
crease 

Or De- 
crease 
— 68 
—66.0 
—72 
+45.6 
—54.1 
+35.1 


Taxes 

% In- 

crease 
Or De- 
crease 
—21.6 

—18.7 

— 3.6 

—122 


—31.1 
—15.3 


Amount 
$139,650 
47,120 
43,739 
63,665 





ratio of over 4 to 1 from 1946 to 
1949® 


Revenues and Costs 


‘be fare increases failed, until 
1949, to compensate for rising 
costs and loss of patronage is mani- 
fest. 

But, even in 1949, the industry 
had less net income than in 1946, when 
operating income was 9.92 per cent 
of revenues, compared with only 4.27 
per cent in 1949. The industry would 
have been in considerably poorer con- 
dition in 1949 had it paid in taxes the 


9It might be said that because fewer street- 
cars and more motorbuses and trolley coaches 
were operated in 1949 than in 1946, and because 
the rubber-tire vehicles are of smaller capacity, 
the change in equipment added to mileage. 
However, this alone would not explain the 
difference between the loss of traffic and the 
much smaller reduction in vehicle miles. 
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same percentage of its revenues as in 
1946. 

Expenses rose steadily and substan- 
tially from 1946 to 1948 and declined 
only slightly in 1949. Nevertheless, the 
1949 decline is significant. By reason 
of higher fares, revenues for the in- 
dustry as a whole, including elevated 
and subway lines, were up two-tenths 
per cent. Expenses were cut four- 
tenths per cent and net operating reve- 
nue (revenues less operating costs but 
before taxes) increased 5.3 per cent. 
This improvement, however small, was 
due principally to a 3.9 per cent reduc- 
tion in vehicle miles operated. But 
other economies were probably ef- 
fected. Due to higher wage rates, pay- 
rolls and average annual wages were 
higher in 1949, but the number of 
transit employees was 3.1 per cent 
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lower than in 1948 and 4.9 per cent 
less than in 1947."° 

The changes in revenues, expenses, 
taxes, and operating income from 1946 
to 1949 are shown by Table VII, page 
605. 

In summary, the preceding tables 
and figures reveal that 


(1) in terms of the purchasing power 
of money, fares in recent years 
have been comparatively low, even 
in 1948 and 1949, and, in 1949, 
they would have had to be 25 per 
cent higher to have kept in line 
with the reduced value of the dol- 
lar since 1935-1939; 

fares fell behind the rise in com- 
pensation of employees ; 

revenues did not keep pace with 
expenses, except to a small degree 
in 1949, and even then earnings 
were low; 

revenues did not increase as much 
as the average fare, the loss of pas- 


(2) 
(3) 


(4) 


10 Transit industry, including subway and 


sengers having offset the theoreti. 
cal value of higher charges; and 

(5) mileage operated was not curtailed 

nearly in proportion to the decline 
in passengers. 

The conclusions to be drawn are: 
(1) Although fare increases have been 
necessary, they have not compensated 
for rising costs and declining patron. 
age; (2) the manner of raising fare 
has not solved the problem of low earn- 
ings and has discouraged riding, e- 
pecially the short haul; (3) a different 
form of fare structure is imperative, 
(a) in order to meet the competition 
of the private car, (b) to establish 
prices more commensurate with the 
services furnished individual riders, 
and (c) to derive the most advantage 
from changes which have occurred in 
community development; (4) costs 
must be reduced, wherever possible; 
and (5) the transit industry is one of 


high risks. 


Part II of this article will appear in the next issue of the ForTNIGHTLY. 


elevated lines. 





COR J AtionALize industries and their position under the law are caus- 
ing concern in Britain. 

“The Yorkshire electricity board exceeded its building licenses by 
$109,000 in improving its headquarters in a country mansion near Leeds. 
Government spokesmen admitted in the House of Commons that there 
had been a ‘technical’ breach of the law, but said the Minister of Works 


had advised against prosecution. 

“Alfred Robens, parliamentary secretary to the Ministry of Fuel and 
Power, assured the House of Commons, however, that nationalized enter- 
prises aren’t ‘treated any differently from anybody else.’ 

“This has raised the question: If a nationalized industry is convicted 
of violating the law, what penalties can be imposed on it? If a private 
company or individual is fined, the money comes out of its own pocket, 
and the penalty acts as a deterrent to future lawbreaking. If a nationalized 
enterprise is faced, however, it’s the taxpayer who pays. : 

“Britons also wonder at what point, if any, personal responsibility could 
be fixed on members of the boards that run nationalized industries.” 

—Lonpon CABLE, 
Published in The Wall Street Journal. 
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The Power Industry’s 
“Big Four” 


Some comparisons of industry-wide interest concern- 
ing the larger electric utility operations. 
By ROBERT H. SPENCER* 
ee the 500-odd companies 


which make up the $19 billion 

privately owned electric light 
and power industry, four utility giants 
have assumed a predominant position 
by reason of the size of their opera- 
tions. By the same token, a statistical 
comparison of such operations fur- 
nishes a ready reference for the indus- 
try as a whole, so that all electric utili- 
ties, large or small, may find items of 
economic significance and interest in 
the over-all picture of Big Four devel- 
opments. 

Big Four companies account for 
more than one-fifth of all electric sales 
by the nation’s privately owned, busi- 
ness-managed industry. In addition, 
they serve 18 per cent of the 39,000,- 
000 customers and take in 15 per cent 
of total earnings. 

The Big Four comprise: Consoli- 
dated Edison Company of New York, 


_ *Professional journalist and writer, resident 
in New York city. 
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Commonwealth Edison Company of 
Chicago, Pacific Gas and Electric Com- 
pany of San Francisco, and Niagara 
Mohawk Power Company of Syra- 
cuse, New York. 

Total electric sales last year by these 
four large utility combinations were 
nearly 48 billion kilowatt hours, or 
20.2 per cent of the total for all the 
privately owned companies. The Big 
Four’s sales alone amounted to more 
than 80 per cent of total sales by all 
public power agencies—Federal, mu- 
nicipal, state, and REA codperatives. 
Further, the combined assets repre- 
sented by the four utility giants 
amount to 19.1 per cent of the total for 
all electric companies of the nation. 

Nor is this the whole story. Barring 
all-out war or government interfer- 
ence, these four companies in the next 
few years plan to spend a staggering 
$1 billion to further expand their op- 
erations to meet ever-growing de- 
mands for electricity. This amounts to 
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one-fifth of the privately owned indus- 
try’s total construction program over 
the 1951-54 period. 


} light of the dominant rdle held by 
the Big Four in the electric power 
field, the editors of Barron’s feel that 
a statistical comparison of the opera- 
tions of these four companies would 
be of special significance. Incidentally, 
it reveals some interesting facts to an- 
swer the much-debated question: 
“Which is the biggest utility of all?” 
The answer depends—as illustrated in 
the table below—entirely on how one 
measures “bigness.” 

Consolidated Edison is generally 
ranked as the nation’s No. 1 utility, 
since it leads in assets, earnings, reve- 
nues, customers, and generating capac- 
ity. In one important classification, 


however, Con Edison ranks fourth— 
in annual electric sales. Chicago’s Com- 
monwealth Edison holds first place in 
this category by a wide margin. The 
four operating companies in the Com- 
monwealth system last year sold 13,3 
billion kilowatt hours of electricity, or 
nearly one billion more than Niagara 
Mohawk system in second place. 
Reason for Con Edison’s low stand- 
ing in point of total electric sales is 
the fact that 75 per cent of its resi- 
dential customers live in apartments, 
and use far less electricity than aver- 
age home dwellers in other systems. 
Also, only a comparatively few of Con 
Edison’s 35,000 industrial and com- 
mercial customers are large-scale con- 
sumers of electric power. In contrast, 
Commonwealth Edison and Niagara 
Mohawk both sell large blocks of pow- 
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TABLE I 
HOW THE BIG FOUR ELECTRIC UTILITIES COMPARE 


Consolidated 


Classification Edison 


Electric Customers ......... - 

Total Customers 

Electric sales in thousand KWH 

Electric revenues 

Total revenues 

Net income (Consol.) 

Electric plant 

Total plant 

Ratio of net income to total 
revenues 

Ratio of net income to total plant 

Rated generating capacity in 
KW’s 


11,001,000 
$299,505,000 
$392,703,000 


207,000 
$1,103,630,000 
$1,477,575,000 


10.0% 
2.7% 


2,910,000 
900,000 
$305,000,000 


Construction budget 
1951-55 


Period covered 

Proposed additions to capacity 
in KW’s 

Average domestic use: 
a. Annual sales 
b. Annual bill 


2,762,000* 
4,135,000* 


Niagara 
Mohawk 


Pacific Gas 
Power 


& Electric 


Commonweaith 
Edison 
1,610,000 
1,980,000 
13,280,000 
$239,336,000 
$271,424,000 $237, '437, 000 
ayy $37,846,000 
$921,868,0007 $1,061,873,000 
$1, 042’ 259,000¢ $1, 403, 874, 000 


10.7% 15.9% 
2.7% 


$152, 107,000 
$19,857,000 
000 


$540,540, 
$607,987,000 
13.1% 
3.3% 


0,000, 
1951-53 
608,300 


1,950 KWH 
$48.75 


000 $15 

1951** 
833,000 
1,905 KWH 
$48.01 


1951-55 


1,720 KWH 
$50.05 


*Total meters. (Number of customers is somewhat smaller.) 


TAs of June 30, 1950. 
**No estimate beyond 1951. 
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TABLE II 


HOW THE BIG FOUR COMPANIES COMPARE WITH 
TOTAL FOR ALL ELECTRIC UTILITIES 


Classification Big Fou 


Electric customers 

Electric sales in thousand KWH 
Electric operating revenues 
Electric plant investment 

Rated generating capacity 

Net income 


6,623,000 
47,876,000 
$838,613,000 
$3,627,911,000 
10,465,000 
$126,038,000 


Total for All Percentage of 
Privately Owned Big Four to All 
Companies Companies 
36,500,000 18.1% 
237,000,000 20.2% 
$4,490,000,000 19.2% 
$19,000,000,000 19.1% 

55,000,000 19% 
$825,000,000 15.3% 


r Total 





er to major industrial customers, who 
account for a large proportion of their 
total sales. 

By the same token, Con Edison’s 
residential customers pay more for 
their electricity. Residential electric 
rates for the New York utility are 
among the highest in the nation, aver- 
aging 4.19 cents per kilowatt hour, 
while the three other companies each 
average less than 3 cents. The average 
residential cost by all electric compa- 
nies is 2.88 cents, while the average 
annual consumption is 1,825 kilowatt 
hours. 


T= high cost of electricity in New 
York is directly related to the low 
average use, as shown in Table I, 
since electric rates are scaled down- 
ward as consumption increases. In 
addition, Con Edison’s rates are af- 
fected by high fuel costs and the high 
cost of its underground cable system, 


which is six to eight times more expen- 
sive than the usual overhead system. 

With each of the Big Four compa- 
nies, the problem of rates is a major 
issue on tomorrow’s horizon. Con Edi- 
son, which has been involved in a two- 
year-long rate litigation over a $21,- 
000,000 temporary electric rate cut 
ordered by the public service commis- 
sion of New York, hopes to receive a 
ruling from the commission in the near 
future on its permanent rate schedule, 
after more than four years of hearings 
and testimony. Pacific Gas recently 
was granted a temporary $7,000,000 
increase in rates, but still seeks perma- 
nent rates at an even higher level. 
Niagara Mohawk proposes to boost 
rates to 27 large industrial customers 
by $2,500,000 annually. Common- 
wealth Edison has made no final de- 
cision on rates, but is expected to ask 
for an increase if Federal taxes are in- 
creased further this year. 
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Meanwhile, another measure of size 
in the electric power industry is plant 
capacity to generate electricity. Here 
again, Con Edison holds first place, 
but other companies have been closing 
the gap in recent years. Since 1946, 
Con Edison has added 390,000 kilo- 
watts to its generating capacity, but 
this is substantially less than the Chi- 
cago or California companies. Fastest 
growing of all major electric systems, 
however, is American Gas & Electric 
Company, whose proposed additions 
of 1,400,000 kilowatts by the end of 
1953 will make it the nation’s biggest 
system in point of capacity. 


pases WEALTH Epison’s peak de- 
mand for electricity last year also 
was the highest of any power com- 
pany, reaching 2,756,000 kilowatts. 
This was only a shade under the sys- 
tem’s capacity, which ranks third 
among the nation’s electric utilities. 
This again reflects the Chicago utility’s 
big industrial and commercial load. 
Commonwealth Edison has been ac- 
tively building a diversified industrial 
sales load by attracting new industries. 

The two “big city” companies—Con 
Edison and Commonwealth Edison— 
rank No. 1 and 2 from the viewpoint 


of total plant investment. Approxi- 
mately two-thirds of Con Edison’s 
electric plant is represented by its dis- 
tribution facilities, including 48,000 
miles of high-cost underground cables, 

No electric company in the nation 
has a family tree which can compare 
with Pacific Gas and Electric. This 
utility today represents the combina- 
tion of approximately 450 companies 
organized during the last 100 years for 
electric, gas, water, and other service. 
A distant second is Con Edison, which 
counts 155 different companies on its 
family tree. 

The future outlook for the Big Four 
companies, shown in Table I, page 608, 
under proposed new construction, indi- 
cates no slackening in the current up- 
trend of plant expansion. In the case 
of Con Edison, more than half of the 
utility’s current and expected future 
growth takes place in New York city, 
where giant new skyscrapers, increased 
display and entertainment lighting, as 
well as air conditioning and television, 
play a major role. Each TV set (and 
there are over 1,000,000 in the New 
York city area alone) uses an average 
of 225 kilowatt hours annually, or one- 
fifth of the average annual use by 
residential customers in New York. 





UTILITIES SERVING MORE THAN A HALF-MILLION CUSTOMERS 


Consolidated Edison Co., New York, N. Y. ......-sceeeeccceeeeeees 2,675,175 
Pacific Gas & Electric Co., eS eer ee 1,267,588 
Public Service Electric & Gas Co., Newark, N. J. .......seeeeeeeee 1,156,296 
Commonwealth Edison Co., Chicago, Ill. ............cceeeeeeeeeees 

» Bespots Titison Cer, DPStrolh,: MEM «oc bn ccccicdccccdvcccccccccsvess 

Southern California Edison Co., Los Angeles, Calif. ..............- 

. Philadelphia Electric Co., Philadelphia, Pa, ...........eeceeeeeeees 

Niagara Mohawk Power Corp., Syracuse, N. Y. ......-..+eseeeee 

Los Angeles Dept. of Water & Power, Los Angeles, Calif. ....... 

L ane ONES CO, SOUNMONL “MEE, occ cccesssoccessesccvccene 

. Duke Power Co., Charlotte, N. C 

. Pennsylvania Power & Light Co., Allentown, Pa. 

. Virginia Electric & Power Co., Richmond, Va, ........seseceeeeees 

. Northern States Power Co., Minneapolis, Minn. ...............000- 
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‘Teamwork 


Los Angeles, the nation’s fastest-growing metropolis, with its 

own city limits comprising an area in which a number of eastern 

state counties could be placed, is nevertheless looking into the 

next county. It finds a virgin industrial district in Fontana. But 

Los Angeles utilities have been looking to the Fontana area in 
San Bernardino county for some time. 


By JAMES H. COLLINS* 


with its city or town is not news. 

Keen eyes watch marriages, 
births, home building, retail trade, and 
industrial growth and project the sta- 
tistics into curves that foreshadow 
what the community will want, and 
where, five or ten years from now. 

It isn’t news, either, that recently 
the cities and towns have been grow- 
ing at the edges. Traffic, taxes, trade, 
and industry moving out for one-stop 
shopping, and to ease employees’ liv- 
ing problems—these are just a few of 
the influences that are sending people 
to the suburbs. 

Now it is news that the engineer who 
projects curves might look a little fur- 
ther out, even take a hop-skip-jump 
into the next county, and see what he 
may see. 

That has lately been done in Los An- 
geles, and what was discovered will 


[oie a utility company grows 


* Business editor and author, Hollywood, 
California, 
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mean gas, power, and telephone cus- 
tomers fifteen years from now, prob- 
ably ten, possibly even five. 

The investigator who raised his 
sights found plenty of activity for him- 
self right away. 

Young Bob McCourt is not a utility 
engineer, but a real estate man, special- 
izing in business property, who went 
out 45 miles and reported his findings 
to Southern California Edison, South- 
ern California Gas, Pacific Telephone, 
and others who are now working with 
him for the development of future 
load. 

It seems hardly yesterday that the 
town of Fontana, 60 miles east of Los 
Angeles, in San Bernardino county, 
was being promoted as a place for the 
newcomer to settle, keep chickens, and 
gather the eggs for distant markets. At 
that time there were not enough people 
in the area to consume them all. 

Eggs are an index. They follow pay- 
rolls all over the world. Industry and 
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payrolls have come into southern Cali- 
fornia, and it now reaches into the 
Corn Belt for eggs. 


_ that time, the chicken-raising 
phase around Fontana, a real 
estate man was elected president of the 
famed Los Angeles Chamber of Com- 
merce. A one-year term, during which 
the incumbent selects some commu- 
nity-building project to advocate. 
Bob McCourt, hereafter known as 
the Elder, plumped for a basic indus- 
try, like a steel mill. The city already 
had an impressive array of metal- 
working plants, tooling and assembling 
products from eastern materials. 
“What we need is a nursing bottle 
for these industries,” said Bob the 
Elder. “With a steel mill to make their 
sheets, bars, plates, rods, and so on, 
there would be more of them.” 
“What about iron ore?” was asked. 
“And you have to have coal—where 
around here is there any coking coal ?” 
Bob the Elder had in mind a steel 
mill set down in the industrial area 
of the town. The time was not ripe. 
Then came war, and the need for 
steel in quantities unheard of in the 
West, for ships. The government au- 
thorized a mill 15 miles west of Fon- 
tana, to be operated by Henry Kaiser, 
built in nine months from ground- 
breaking to the first pour. More than 
1,200,000 tons of steel were produced 
in the two remaining war years, and 
Kaiser’s companies built 1,490 major 
vessels at seven large shipyards. 
What had happened to Fontana 
eggs, happened to Fontana steel after 
the war. At first, it was thought that 
there would not be large enough mar- 
kets to consume the output. But Henry 
Kaiser held otherwise. Los Angeles 
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and San Francisco industry had grown 
by more than 5,000 new factories and 
expansions, almost a billion dollars’ 
investment. They were going right on 
instead of folding up at war’s end, 
converting to peacetime products, 
Kaiser kept Fontana going, and even- 
tually bought it from the government, 


HEN came Bob McCourt the 

Younger who, when his Dad was 
thinking about a steel mill, wore knee 
pants. He had come into his father’s 
business, where there was a pattern laid 
down a good many years before, when 
the W. Ross Campbell Company, ina 
golden age of subdivision develop- 
ment, limited its field to business prop- 
erties. The town was then “close in,” 
and business property meant rentals 
and sales of stores, industrial build- 
ings, and the like. As the city grew, 
this expanded into assembling sites for 
department stores, a stock exchange, 
a stockyards, a central manufacturing 
district, the Los Angeles Federal build- 
ing, the post office. 

That was the pattern of What Might 
Be: 

Looking ahead to descry the new 
uses for property as the city grew away 
from its original center, and left de- 
teriorated land and buildings, de- 
pressed areas for which new purposes 
would eventually be emerging. Exam- 
ple—cutting wide swaths through 
slums for a system of motor speed- 
ways now under construction. 

Young Bob looked out to Fontana 
and saw a steel mill surrounded by 
vineyards and small ranches. He 
looked at steel mills elsewhere and saw 
that they were always surrounded by 
lesser industries in endless variety. No- 
body could predict what kind of fac- 
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tories would move in to be near steel, 
and every boost in freight rates, every 
defense, rearmament, and war pro- 
gram, every development of research, 
brought in new ones. 

Dad had been dead right—but too 
early for the bus. 

Sooner or later Fontana would far- 
row. In older steel centers this growth 
of related industries had taken years. 
At Fontana it has just barely begun. 
There is thus far a spiral pipe mill 
using Kaiser skelp, steel strip suitable 
for tubing, and one plant turning slag 
into rock wool insulation. 

How long would it take for Fontana 
to become a western industrial center ? 

Could the process be speeded up? 


| prageseng at it strictly as a real estate 
man, McCourt developed an ex- 
pansion program for the area, and it 
looks as though the real estate special- 
ist was best qualified for such a proj- 
ect. Which might be something to re- 
member if utility people take a hop- 
skip-jump out beyond the suburbs and 
land into something of the same kind. 

With the eye of a realtor, he laid 
out a mental map of the land around 
the steel mill. It had been set down 
among vineyards, orchards, and mis- 
cellaneous ranches. For incoming fac- 
tories, plenty of land at country prices, 
and ample room in motoring distance 
all around for factory people to live. 


The latest ideal of boss and workers 
for jobs with roomy living facilities, 
gardens, chickens—and here oranges 
—with safety to the kids. 

McCourt’s first step was securing 
options and agency contracts on some 
7,000 acres of land, a total of about 
eleven square miles. Of course, no 
utility company could do that—the 
mere thought opens up difficulties of 
regulation and whatnot. 

Then he made a list of people who 
would be interested in accelerating the 
growth of a steel center around Fon- 
tana, and it was quite a list. 

Most immediately interested was 
Southern Edison, already affected in 
load, which had bought 200 acres east 
of the steel plant for a new $30,000,000 
steam plant. Edison’s main transmis- 
sion line for current from Hoover 
dam also crosses the area. 

Southern California Gas is not so 
immediately concerned, but the future 
load that will come with new factories 
and home communities is obvious. 
This company’s 30-inch Texas pipe- 
line runs a little south of the optioned 
area. 

The Metropolitan Water District 
aqueduct runs right through the steel 
mill site. 


i ‘RANSPORTATION for the optioned 
area is available by the Santa Fe 
and Union Pacific railroads; the Pa- 


e 


news. Keen eyes watch marriages, births, home building, 


q “THAT a utility company grows with its city or town is not 


retail trade, and industrial growth and project the statistics 
into curves that foreshadow what the community will want, 
and where, five or ten years from now. It isn’t news, either, 
that recently the cities and towns have been growing at 


the edges.” 
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cific Electric system, which covers 
large areas outside Los Angeles with 
rail freight service, linking up with the 
affiliated Southern Pacific; and U. S. 
highways 60, 66, 70, and 99. 

Then there were the chambers of 
commerce in surrounding commu- 
nities, such as the town of Fontana, 
and the eastward cities of San Ber- 
nardino, Riverside, and Redlands. 

This kind of growth opens up mar- 
kets for money, so the large banking 
systems, Bank of America and others, 
were interested. 

Finally, the Kaiser Steel Corpora- 
tion was interested in having new cus- 
tomers for its products. 

The second step was getting team- 
work from these interested people, for 
which purpose Bob the Younger set 
out to present his carefully marshaled 
facts. He addressed executives, direc- 
torates, chambers of commerce, stood 
up and answered questions, was on 
lunch and dinner programs. 

“A solid year of talk!” he laughs— 
and enjoyed every minute. 

Maybe the most convincing fact he 
had to lay before these listeners was 
that they would not have to put up any 
money! The other facts developed to 
make the idea attractive, such as com- 
parative costs and markets, were new 
to most listeners. The picture of a new 
industrial center in the back yard was 
even startling. Facts were there. Here 
was a fellow who had put them to- 
gether. They worked on the imagina- 
tion, and eventually the listener asked, 
“How much is this going to cost me?” 
The answer—‘“Not one cent!” 


_ landowners, there was a picture 
of rising costs and uncertain mar- 
kets. The vineyardist has in recent 
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years experienced such difficulties that 
grapes are no longer a paying crop in 
this area. One family, the Garretts, 
own there the world’s largest stretch 
of grape lands. Citrus and walnuts are 
other crops facing new conditions— 
such as frozen orange juice in competi- 
tion with high California costs in 
growing fresh fruit. A novel ranch en- 
terprise is that where pigs are fed Los 
Angeles garbage, earmarked for re- 
moval. The farmer in this dell finds 
it advantageous to pool his holdings in 
a community change. 

All this talk, and the cost of data to 
back it up has, to date, been borne by 
the real estate company. Statistical 
studies have been necessary to get the 
broad facts for manufacturers consid- 
ering a branch plant. There was no 
satisfactory map of the area that 
showed the industrial possibilities, so 
one was prepared, and cost money. 
There was a cost of talking. Generally 
the lunch or dinner was free, but noth- 
ing else. 

In that year of solid talk, everybody 
had been alerted, and lined up for 
teamwork—a tight little job of or- 
ganization. 

The real estate company has started 
general promotion. It is advertising 
the Fontana area in publications reach- 
ing executives. A list of 300 manufac- 
turers in lines found around steel mills 
has been selected, and executives are 
being written to, offering information 
to those who are ready for it. The proj- 
ect has a site director, real estate man 
Joseph M. Roush, who on eastern trips 
will call on the executive who asks for 
more information. 


HEN a manufacturer contem- 
plating a branch plant gets fur- 
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The Steel Requirements of the West 


<4 HE West has always used steel lavishly, much more than it 

produced. Today it is taking care of its requirements in plates, 

bars, structural shapes, hot-rolled strip, and larger sizes of pipe, accord- 

ing to Kaiser market studies of requirements in seven states. But it still 

supplies less than half its consumption of sheets, cold-rolled strip, con- 
tinuous weld sizes of pipe, and tin plate.” 





ther along, then more detailed data will 
be available from the various codperat- 
ing companies. 

For example, Kaiser steel people are 
not able to carry on the long search 
for new industries, but when a manu- 
facturer is ready to study the western 
market for steel products, and finds out 
what the Kaiser plant can supply in 
raw materials, then they can afford to 
work with him, and that kind of ar- 
rangement has been made with the 
cooperating interests, none of whom 
are committed to any financing of the 
Campbell promotion. 


rey is a well-knit organization, 
the only steel plant on the Pacific 
coast with its own blast furnaces and 
coke ovens. Iron ore comes from 
near-by company-owned mines over in 
Riverside county, at Eagle Mountain, 
where the Forty-niners found it while 
looking for gold, and it lay there until 
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1948. The company owns lesser de- 
posits in the home area. 

Coking coal comes from Utah, over 
a company railroad, and is blended in 
coking with about one-tenth of a dif- 
ferent type coal from Oklahoma. Los 
Angeles has long been a low-price 
scrap market, and, with mill scrap, 
supplies plenty. 

Two blast furnaces have a daily 
capacity of 4,800 tons of pig, handled 
in seven open hearths. Under construc- 
tion are a cold-rolled sheet mill, and a 
tin plate mill for the California fruit 
and vegetable canning market. Avail- 
able to other industries at present are 
blooms, billets, plate, hot-rolled sheet 
up to 86 inches wide, merchant and 
structural steel, skelp and electric weld 
pipe up to 14 inches in diameter. 


f I ‘ue West has always used steel 
lavishly, much more than it pro- 


duced. Today it is taking care of its 
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requirements in plates, bars, structural 
shapes, hot-rolled strip, and larger 
sizes of pipe, according to Kaiser mar- 
ket studies of requirements in seven 
states. But it still supplies less than half 
its consumption of sheets, cold-rolled 
strip, continuous weld sizes of pipe, 
and tin plate. 


one. for thirty years, the Los 
Angeles area has needed more 
steel. First oil came into the picture, 
after the first World War, and the 
area ingeniously developed oil tools 
and equipment of marked efficiency, 
selling to the world. Then came air- 
craft, and automotive assembling and 
accessories, and other metal-using ac- 
tivities. More tonnage and more forms 
to make everything from radio sets to 
housewares. 

More population and higher freight 
rates are other factors that invite re- 
study. Many an eastern manufacturer 
who has been selling to the West may 
well get a close-up of the realities, 
through data available from the Kaiser 
organization. 

The Los Angeles and southern Cali- 
fornia market take more than half the 
steel needed by seven western states; 
northern California takes one-quar- 
ter. Except plate for making pipe, 
Kaiser sells 68 per cent to southern 
California, 15 per cent to northern 
California, the rest going to six other 
western states (Washington, Oregon, 
Utah, Arizona, Idaho, and Nevada) 
and export. 

If Los Angeles buys a ton of steel 
in Pittsburgh the freight by rail and 
Panama Canal is $27.19; from Chi- 
cago all rail $30.49; from Fontana by 
rail $1.75, delivery time overnight, 
compared with weeks. 


|B gneve is a major factor in 
metal-working industry, illus- 
trated by automobiles. Once Los An- 
geles needed steel chiefly for mainte- 
nance and the building of special cars 
and bodies. Then Detroit began assem- 
bling on the coast, and sought parts 
made by local shops. Economies in 
freight and time made it profitable to 
stimulate local parts production ; some 
$250,000,000 yearly are now spent for 
local springs, bumpers, body panels 
and moldings, fasteners, frames, and 
many motor parts, and the volume is 
growing. Metal-working plants have 
doubled in ten years, and Kaiser sells 
steel to more than 1,000 different 
customers. 

For water, power, fuel, labor, dis- 
tribution, living conditions, and like 
factors involved in moving a plant or 
setting up a branch, Young Bob’s solid 
year of talk has boiled down to a tight 
follow-up organization, to which spe- 
cial inquiries can be referred. 

If it is power, Southern California 
Edison will sit down and figure. Con- 
struction has just started on a new Edi- 
son steam plant at the edge of the 
Kaiser mill. Called Etiwanda, a local 
name, it will be ready in two or three 
years, generate 250,000 kilowatts, burn 
fuel oil piped in, and run on regular 
load, not as a stand-by to supplement 
hydraulic facilities. It was not located 
at this point for local demand, but to 
meet the steady increase in load over 
the whole Edison system—which, of 
course, now has ample power for in- 
dustries coming in before Etiwanda is 
cut in. 

If it is water, in a thirsty land, there 
is the Colorado river, draining from 
a quarter-million square miles, one- 
twelfth the nation’s land area, avail- 
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able through the new Chino district 
being developed. 

Fontana began getting ready for this 
industrial development more than a 
quarter-century ago—by proxy. 


ee 1923 the city of Los Angeles, look- 
ing far ahead—some thought too 
far—made preliminary studies of the 
Colorado as a possible source of more 
water, and put up a couple of million 
dollars for surveys. A little later the 
project was taken over by a group of 
southern California cities, as the Met- 
ropolitan Water District. Some com- 
munities joined in the financing, others 
did not, some withdrew after joining, 
and as water needs have grown with 
the years, still others are joining, or 
getting ready to do so, among which 
new districts is Chino, to supply the 
Fontana area. Colorado water has al- 
ways been full of controversy. Six 
states and Mexico originally had in- 
terests to be settled preceding construc- 
tion of Hoover, Parker, and Imperial 
dams, and the 400-mile Metropolitan 
aqueduct, and there is still a major 
controversy between California and 
Arizona which may go to the Supreme 
Court. But so far as Fontana is con- 
cerned, water supply is assured—it is 
part of the 9 per cent of southern Cali- 
fornia’s 50,000 square miles of thirsty 
lands that experts hold can ever be 
developed, as far as water is con- 
cerned. 


For fuel, there is gas and oil, data 
obtainable from Southern California 
Gas and the oil companies, and for 
labor and living conditions, chambers 
of commerce round about can supply 
information. 

Also, the Santa Fe, Southern Pa- 
cific, and Union Pacific industrial de- 
partments, which have made various 
studies of the area. 

The Fontana area is level, favorable 
for plant construction, and the real 
estate company has announced that 
sites will be offered at prices advan- 
tageous in comparison with values in 
an established industrial community. 
First offerings of sites have been made 
to national defense authorities in 
Washington. 

For such development there is no 
Aladdin’s lamp. 


| ge estaters like the McCourts have 
always been used to patient wait- 
ing for the apples to ripen. Today, go- 
ing down some obscure street, they 
stop to take notes on the area, utiliza- 
tion, ownership, and potential other 
uses of some piece of property which, 
five years from now, may be under con- 
sideration for some purpose not now 
foreseen. Fontana is just the biggest 
job of getting ready for what may be 
wanted that the company has ever 
shouldered. It is there, when progress 
brings the industries in. 

What a basic industry can do for the 


e 


“Tue Fontana area is level, favorable for plant construc- 
tion, and the real estate company has announced that sites 
will be offered at prices advantageous in comparison with 
values in an established industrial community. First offer- 
ings of sites have been made to national defense authorities 


in Washington.” 
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community is also shown in New Lon- 
don, where a steel mill is projected. 
New England has long sat at second 
table so far as new industries are con- 
cerned. As its textile mills moved 
South, the newer industries moved 
near the New York market. Eventually 
there was a potential hop-skip-jump 
out beyond New York’s industrial sub- 
urbs, as well as from Boston. There 
were areas in which sites, labor, and 
better living conditions attracted the 
manufacturer. 


G Boa hop-skip-jump first interested 
an engineer who was a salesman, 
Waldo E. Clarke, who helped several 
manufacturers secure sites, and even- 
tually the possibilities of a basic indus- 


By every yardstick the New London 
area measured up to the requirements 
—land at reasonable prices, transporta- 
tion, power, fuel, water, and Yankee 
labor. The project is still pending in 
detail, the site not yet decided upon, 
but seems to be reasonably certain. In 
fact, should it not be carried through, 
the promoting engineer has aroused 
enough interest to stimulate building 
such an industry by New England in- 
terests. Meanwhile, dozens of metal- 
working concerns are asking about 
sites and other details close to the steel 
plant. And the utility growth in load 
is obvious. 

Moral—for future load, project 
your growth curves further out. 

Look for a fellow who can sell on 


try were seen, and a steel mill sought. the projected curve. 





Are We Headed toward Collectivism? 


4 ok is my belief that we are rushing headlong down the road 

to Collectivism or Socialism much in the manner of Great 
Britain. The foundation stone of democracy, indeed of all our 
liberties, is the free enterprise system; we cannot long enjoy 
political and religious liberty unless we likewise possess economic 
liberty. But the free enterprise system is being dealt savage 
blows—and if the trend is too long continued will be destroyed 
—by (1) excessive Federal spending; (2) excessive taxation; 
(3) excessive government regulation ; (4) excessive government 
competition with private business. 

“Authority to control prices, wages, and employment prac- 
tices; commodity control allocations; extended authority over 
consumer credit and bank reserve requirements ; extended fed- 
eralized power development through public works; expanded 
federalized insurance ; socialization of agriculture (which turned 
out to be the Brannan Plan) ; federalized urban redevelopment, 
housing, and farm housing ; federally aided education and social- 
ized medicine, the latter being the most costly and far-reaching 
Federal program yet proposed. Adoption of a Fair Employment 
Practices Commission, recommended by the President, would 
empower the Federal government to enter every private business 
and say who should be hired or promoted.” 

—Harry FLoop Byrp, 
U. S. Senator from Virginia. 


MAY 10, 1951 618 





Outlook for Regulation of 


Uulity 


Strikes 


What happens now to state antistrike legislation fol- 
lowing the U. S. Supreme Court decision knocking 
out the Wisconsin law? About a dozen other states 


with antistrike laws 
By PHILIP B. 


UBLIC utility management has 
been put on notice that govern- 


mental intervention in utility in- 
dustry labor disputes is to be the sub- 
ject of further consideration by Con- 
gress. In January, Senator Humphrey, 
chairman of the Senate Labor Sub- 
committee on Labor-Management Re- 
lations’ announced the holding of 
hearings looking toward revision of 
the national emergency dispute settle- 
ment provisions of the Taft-Hartley 
Act of June 23, 1947. In February, the 
United States Supreme Court invali- 
dated the Wisconsin Public Utility 
Antistrike Act of July 22, 1947, on the 
ground that it is in conflict with sev- 


*For personal note, see “Pages with the 
Editors.” 


1 Membership of the subcommittee: Demo- 
cratic Senators Humphrey of Minnesota, Neely 
of West Virginia, Douglas of Illinois, Pastore 
of Rhode Island, and Republican Senators Taft 
of Ohio, Morse of Oregon, Ives of New York. 
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will want to know. 
WILLAUER* 


eral provisions of the Taft-Hartley 
Act.* This decision seems clearly to 
nullify the similar laws of several 
states outlawing or regulating strikes 
in the public utility industry.* Conse- 
quently, after four or five years of ex- 
perience under the national and state 
statutes, the problem of strike regula- 
tion is now to be the subject of legisla- 
tive scrutiny, as it was in 1946 and 
1947. 

The national and several state gov- 
ernments moved in on the problem 
largely as the result of the wave of 


2 Amalgamated Association of Street, Elec- 
tric Railway and Motor Coach Employees, 

L v. Wisconsin Employment Relations 
Board (1951) 71 Sup Ct 359. 

3 The attorney general of Missouri in March, 
1951, submitted an opinion at the request of 
the state legislature, holding that the Supreme 
Court decision also invalidates the Missouri 
statute. For a general description of these 
laws, see “Utility Antistrike Laws,” by Roscoe 
Ames, Pustic Utmities Fortnicutiy, Vol- 
ume XL, No. 3, July 31, 1947. 
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strikes beginning in late 1945 and con- 
tinuing through the first half of 1946. 
The number of man days idle due to 
strikes in the first six months of 1946 
totaled 85,500,000, more than double 
that of any full year for which BLS 
statistics are available. The crest of 
the wave occurred in February, 1946, 
when the man days idle figure reached 
21,500,000, the highest monthly figure 
on record. 


_ reaction to the hardships im- 
posed by these strikes was both 
sharp and rapid. The first statute ban- 
ning strikes in the public utility indus- 
try became effective in New Jersey on 
March 26, 1946. Ten months later, on 
January 29, 1947, Virginia followed 
with a similar statute but including 
substantial penalties for its violation. 
In relatively quick succession such laws 
were enacted in the first half of 1947 
by Indiana on March 14th, Missouri 
on May 19th, Nebraska on May 31st, 
Florida on June 4th, Pennsylvania on 
June 30th, Michigan on July Ist, and 
Wisconsin on July 22nd. These stat- 
utes generally declare the interruption 
of vital public utility services to be 
against the public interest. Strikes, 
lockouts, and similar interruptions of 
service are outlawed and substantial 
penalties imposed for violation includ- 
ing imprisonment and fines which 
range as high as $10,000 for each vio- 
lation. Various substitutes for the right 
to strike are provided, such as enforced 
resort to mediation procedures, fact- 
finding panels, arbitration, state sei- 
zure and operation of the utility af- 
fected, or a combination of such 
methods. 

The adoption of these laws was 
largely overshadowed at the time by 
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the publicity attendant upon congres- 
sional discussion and debate preceding 
final enactment of the Taft-Hartley 
Act. Congress had before it proposals 
for substituting arbitration or other 
procedures for the right to strike, at 
both national and local levels, in the 
case of industries affected with a pub- 
lic interest. These proposals were all 
rejected, however, many Congressmen 
perhaps sharing Senator Taft’s reac- 
tion: “It is suggested that we might 
do so (limit the right to strike) in the 
case of public utilities; and I suppose 
the argument is stronger there, because 
we fix the rates of public utilities, and 
we might, I suppose, fix the wages of 
public utility workers. Yet we have 
hesitated to embark even on that 
course, because if we once begin a 
process of the government fixing 
wages, it must end in more and more 
wage fixing and finally government 
price fixing. .. . If we begin with pub- 
lic utilities, it will be said that coal and 
steel are just as important as public 
utilities. I do not know where we could 
draw the line.’””* 


 Pypigenre accordingly limited itself 
to making provision for so-calied 
“national emergency” strikes.’ The 
procedure calls for appointing a board 
of inquiry to make and report find- 
ings of fact (but not recommenda- 
tions) to the President, authorizes ap- 
plication by the Attorney General for 
an injunction to forestall or halt the 
strike, calls for a further report from 
the board of inquiry sixty days after 
issuance of the injunction if a settle- 


4 Congressional Record, Volume 93, at page 
3835 (1947). 

5 Sections 206-210, National Labor Relations 
Act. 
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OUTLOOK FOR REGULATION OF UTILITY STRIKES 


ment of the dispute has not been ef- 
fected, directs the conducting of an 
election by the National Labor Rela- 
tions Board among the employees on 
their willingness to accept the employ- 
er’s final offer of settlement, and, upon 
certification of the result of such elec- 
tion, prescribes that the injunction be 
lifted and a report on the whole matter 
be made by the President to Congress 
with such recommendations as he may 
care to make. The procedure may only 
be invoked in the case of an actual or 
threatened strike “affecting an entire 
industry or a substantial part thereof” 
and then only if the President finds 
that such strike “will, if permitted to 
occur or to continue, imperil the na- 
tional health or safety.” 

This procedure has generally been 
conceded to be cumbersome and: in- 
adequate, even by its original propo- 
nents. There can be little doubt, there- 
fore, but that the hearings before the 
Senate Labor Subcommittee will be 
extensive and a substantial revision 
finally effected of the Taft-Hartley 
Act procedure for dealing with strikes 
vitally affecting the public interest. 
The peculiar importance of this devel- 
opment to the public utility industry 
lies in the fact that the Supreme 
Court’s invalidating of the Wisconsin 
statute, noted previously, reopens the 
entire field to congressional considera- 


tion and action, including strikes in 
the public utility industry at the state 
and local level. Thus the industry finds 
itself, temporarily at least, back where 
it started from when New Jersey first 
moved in on the strike problem in 
March, 1946. 


somes utility management has a sub- 
stantial stake in the debate and the 
final legislative product resulting from 
congressional hearings on, and consid- 
eration of, this subject. This becomes 
apparent upon consideration of the al- 
ternative courses of action open to 
Congress. The latter can by express 
affirmation of such right or by mere 
silence on the subject, permit continu- 
ance of an unqualified right to strike 
in the public utility industry at the 
state and local level. This is the situa- 
tion which exists today as a result of 
the invalidating of state-enacted pub- 
lic utility antistrike laws and the con- 
fining of the Taft-Hartley Act proce- 
dure to strikes “affecting an entire in- 
dustry or a substantial part thereof” 
and which “imperil the national health 
or safety.” 

A second alternative is available to 
Congress in the form of (a) enacting 
express provisions qualifying and 
limiting the right to strike in the pub- 
lic utility industry accompanied by 
specific procedures for settlement of 


& 


settlement procedure is not available, community pressures 


q “Past experience has demonstrated that when a statutory 


cause government officials, particularly those holding elec- 
tive office, to intervene with or without adequate govern- 
mental authority. As a matter of fact, the crises faced by 
the governors of two states, New Jersey and Virginia, were 
the immediate cause of the public utility antistrike laws 
adopted by those states in 1946 and 1947...” 
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such labor disputes; or (b) enacting 
an over-all proscription or limitation 
on the right to strike when the na- 
tional health or safety are imperiled, 
and in the public utility industry 
whether or not “an entire (utility) in- 
dustry or a substantial part thereof” 
is affected by the strike or threatened 
strike. The same settlement procedures 
would then apply under (b) whether 
the strike took the form of a utility 
strike at the local level not imperiling 
national health or safety, or of a major 
nonutility industry strike which im- 
perils national health or safety. 


Pyne can also follow the simple 

expedient of restoring to the sev- 
eral states the power to proscribe or 
otherwise regulate the right to strike 
in cases affecting the public health, 
safety, and welfare at the state and 
local level. Such restoration of power 
to the states could be accompanied 
with or without such basic qualifica- 
tions as Congress might deem fit to 
place upon the exercise of such power 
by the states. This alternative would 
permit Congress to confine its major 
efforts to the formulation of an ade- 
quate solution to the problem of strike 
limitation at the national level when 
national welfare justifies some form of 
intervention by the Federal govern- 
ment. 

The mere statement of some of the 
alternatives is sufficient to emphasize 
the stake of public utility management 
in the legislative process just begin- 
ning. Realization of the potential 
forms of government intervention in 
labor disputes within the industry of 
necessity compels formulation of a 
preference. The latter is a prerequisite 
to the forceful presentation of public 
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utility management’s point of view in 
the course of the legislative hearings. 
A careful analysis of the situation sug- 
gests that the interests of the public 
utility industries would best be served 
by a restoration to the states of the 
power to regulate or proscribe strikes 
in these industries. 


C must be recognized at the outset 
that the choice is not one between 
no governmental interference on the 
one hand, and state or Federal inter- 
vention pursuant to an appropriate 
statutory procedure on the other. De- 
pendence of the modern community 
on public utility services has become so 
great that interruption of such services 
due to a labor dispute will not be tol- 
erated by the public except in isolated 
cases. 

Past experience has demonstrated 
that when a statutory settlement 
procedure is not available, com- 
munity pressures cause government 
officials, particularly those holding 
elective office, to intervene with or 
without adequate governmental au- 
thority. As a matter of fact, the crises 
faced by the governors of two states, 
New Jersey and Virginia, were the 
immediate cause of the public utility 
antistrike laws adopted by those states 
in 1946 and 1947, noted previously. 

The Virginia crisis and the reaction 
of the governor who met it head on 
are particularly instructive.* Threat- 
ened with a statewide electric power 
strike in the initial months of 1947, 
Governor Tuck “employed a combina- 
tion of laws, at least one of which had 
been on the books perhaps since Colo- 


6 “How a Governor St da Threatened 
Utility Strike,” by the Hon. William M. Tuck, 
Pusitic Utrmirres FortNicHTty, Volume 
XXXVIII, No. 5, August 29, 1946, 
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Regulating Strikes at the Local Level 


ie Payee cannot, no matter how well-intentioned, fashion a 

satisfactory solution to the problem of strike regulation at the 

local level through abstract theorizing. Nor does the quite unsatis- 

factory experience had in dealing with this problem at national level 

offer much, if anything, in the way of guidance in formulating a 
satisfactory solution at the local level.” 





nial days.” This latter statute, adopt- 
ed “during the time of George Wash- 
ington and Thomas Jefferson,” made 
every able-bodied male, sixteen to 
sixty-five, a member of the “unorgan- 
ized militia” and also invested the 
governor with authority to call out the 
militia to enforce the law. Use of this 
law and other expedients averted the 
strike. Subsequently, in reviewing his 
actions, the governor stated: 

Facing such a crisis, I stood ready 
to use whatever power I had to enforce 
the laws of the commonwealth, to up- 
hold the state sovereignty, and to pre- 
vent this disaster before it came. I held 
and I still hold that those who work 
for public utilities, such as power com- 
panies, have no right to strike or to 
quit en bloc when, by so doing, it would 
result in such disaster. It is my convic- 
tion that no man, no set of men, no 
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combination of individuals or influ- 
ences, however powerful they may be, 
should be allowed to strike against the 
public interest and, by so doing, thwart 
the government in the exercise of its 
vital functions.” 


HE same determination to resort 

to whatever means might be avail- 
able to assure continued functioning 
of a vital utility service was shown 
about the same period by the Hon- 
orable Walter E. Edge, then gov- 
ernor of New Jersey.® In less dramatic 
fashion but consistently with the same 
interventionist pattern, mayors, coun- 
cilmen, legislators, and even public 


7 Ibid. at page 268. 

8“Labor-management Relations in Public 
Utilities,” by the Hon. Walter E. Edge, Pustic 
Uriitres FortnicHTLty, Volume XXXVIII, 
No. 2, July 18, 1946. 
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utility commissions on occasion’ inter- 
vene in labor disputes causing or 
threatening interruption of utility 
service. 

Such eleventh hour, makeshift in- 
tervention does not provide a satisfac- 
tory solution. It is inevitable, however, 
in the absence of an applicable statu- 
tory procedure governing these labor 
disputes. The interests of the parties 
to the dispute, and not infrequently 
the long-run public interest, are sub- 
ordinated to the sole and immediate 
objective of assuring the continuance 
or restoration of service. Haphazard 
and “on the spot” labor dispute settle- 
ments accepted under pressures both 
legal and otherwise are not conducive 
to the stability of employer-employee 
relationships so necessary in the public 
utility industry. 


| peesee intervention in public util- 
ity labor disputes at the state and 
local level pursuant to a statutory pro- 
cedure designed for such intervention 
would prove even less desirable than 
the extralegal’® interference of state 
and local officials. To begin with, the 
Federal government has historically 
intervened only in critical labor dis- 
putes disrupting or threatening dis- 
ruption of the facilities or production 


8 The Pennsylvania Public Utility Commis- 
sion intervened in 1950 in a protracted strike 
halting the operation of six bus companies in 
the Pittsburgh area by issuing a rule to show 
cause upon the struck companies why their 
certificates of public convenience should not 
be canceled or other penalties imposed for 
failure to provide service. Hearings were held 
by the commission on its rule, but settlements 
of the strikes occurred shortly after the hear- 
ings, thus obviating any need for action upon 
the part of the commission. 

10 The Supreme Court decision would seem 
to cast considerable doubt upon the legality of 
any forceful measures employed by state and 
local authorities with the sole objective of pre- 
venting or terminating a public utility strike. 
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of a major industry such as coal, steel, 
rail transportation, and more recently 
automobile manufacture. This experi- 
ence would necessarily influence con- 
gressional thinking in legislating with 
respect to public utility industry 
strikes. 

Consequently, one should antici- 
pate a tendency to underestimate 
the local community hardship result- 
ing from such strikes, and a disposi- 
tion to provide the same remedial 
measures at the state and local level as 
are made applicable to national emer- 
gency strikes. The essentially local na- 
ture of the utilities requires, however, 
that different remedial procedures be 
provided for dealing with such labor 
disputes. 

Federal intervention also must in- 
escapably accentuate and give further 
impetus to an already existent trend 
toward industry-wide bargaining. By 
raising a local dispute to national or 
seminational prominence, the policies 
formulated by the conventions and in- 
ternational offices of the affected union 
or unions are spotlighted. This in turn 
adds immeasurably to the difficulties 
to be surmounted in order to effectuate 
a settlement of the dispute. National 
union policies being publicly at stake, 
deviation therefrom is more strenu- 
ously resisted and the possibilities of 
agreement are greatly narrowed. 
Where industry-wide bargaining is 
the general rule as in the coal, steel, 
and automobile industries, no particu- 
lar harm results, since such union poli- 
cies are a major factor from the very 
inception of negotiations. 

= 


Awoxs with the unnecessary and un- 
desirable accentuation of union 
policies attendant upon Federal inter- 
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vention in labor disputes, go two other 
factors—factionalism within and com- 
petition between unions. This faction- 
alism and competition become a prime, 
if not the decisive, element to be con- 
jured with whenever a dispute assumes 
prominence by reason of government 
intervention, publicity, or otherwise. 
Inevitably, the prominence forces a 
test of strength. Any industry whose 
employees are in part unorganized, in 
part represented by an international 
union affiliated with AFL, and in part 
by a CIO affiliate, can ill-afford to take 
on these onerous additional burdens 
consequent upon any form of Federal 
intervention in its labor disputes. 


HE restoration by Congress to the 

several states of the power to pro- 
scribe and regulate strikes in the pub- 
lic utility industry is the only feasible 
alternative. The plain fact is that the 
American people are not now prepared 
nor ready to formally define the per- 
missible limits of the right to strike 
and to attach penalties for failure to 
conform thereto. Yet it is abundantly 
clear that the paralyzing of modern 
communities through interruption of 
vital public utility services will not be 
tolerated. This is exactly the sort of 
situation which our American system 
of government is ideally designed to 
meet, 


3 


One of the obvious but too fre- 
quently forgotten advantages of the 
American political structure is its 
adaptability to social experimentation. 
The allotment of powers between the 
Federal and the several state govern- 
ments has permitted the latter to main- 
tain some semblance of home rule, and 
to test on a limited scale the practical- 
ity of various forms of social legisla- 
tion, such as workmen’s compensation 
and sickness or disability insurance, by 
way of illustration. Out of the experi- 
ence gained through such sifting or 
experimentation process have emerged 
acceptable solutions to problems re- 
quiring some form of political or gov- 
ernmental action. Exactly such process 
was initiated in 1946 and 1947 when 
a number of states adopted public util- 
ity antistrike legislation in basically 
similar but individually variant form. 
The February, 1951, decision of the 
United States Supreme Court invali- 
dating the Wisconsin act brought this 
process to an abrupt and premature 
halt. 


| gain nape experience has been had 
under these state laws, particular- 
ly in New Jersey, Virginia, Indiana, 
Missouri, and Wisconsin. There is 
evidence also that this legislation, not- 
withstanding certain deficiencies, par- 
tially met the problem it was designed 


of union policies attendant upon Federal intervention in 


q “ALONG with the unnecessary and undesirable accentuation 


labor disputes, go two other factors—factionalism within 
and competition between unions. This factionalism and 
competition become a prime, if not the decisive, element to 
be conjured with whenever a dispute assumes prominence 
by reason of government intervention, publicity, or other- 


wise.” 
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to cope with.” Even more important, 
however, is the fact that certain states 
were able to give particular emphasis 
to state seizure and operation as did 
Virginia, others to mediation and ar- 
bitration as in Wisconsin, and still 
others to a combination of state seizure 
and arbitration as did New Jersey. 
Meanwhile, the great majority of the 
states were able to stand by, either 
lacking any need for such legislation 
or marking time, so to speak, while ex- 
perience of other states was observed. 

It is imperative that the process con- 
tinue. Congress cannot, no matter how 
well-intentioned, fashion a satisfac- 
tory solution to the problem of strike 
regulation at the local level through 
abstract theorizing. Nor does the quite 
unsatisfactory experience had in deal- 
ing with this problem at national level 
offer much, if anything, in the way of 
guidance in formulating a satisfactory 
solution at the local level. Obviously, 
the only course of action is one which 
calls for more “trial and error” experi- 
ence through variant state laws. 


b Bissgs are plenty of precedents for 
an allocation of powers in the 
labor relations field between the states 
and the Federal government. Section 
10 (a) of the National Labor Rela- 
tions Act expressly authorizes the Na- 


11 See articles: “How Missouri’s New Utility 
Antistrike Law Works,” by Vance Julian, 
Pustic Utiittes FortNiGHTLy, Volume XLII, 
No. 4, August 12, 1948; and “Virginia Keeps 
Its Public Utilities Running,” by James J. 
Kilpatrick, Pustic Utitities FortNicHTLy, 
Volume XLIV, No. 13, December 22, 1949. 


tional Labor Relations Board by agree- 
ment to cede jurisdiction to its coun- 
terpart state labor relations boards 
where the state labor relations legisla- 
tion is not inconsistent with the pro- 
visions of the national act. Section 
14 (a) specifically invalidates any 
state legislation which would require 
an employer under the national act to 
collectively bargain with his super- 
visory employees. Paragraph (b) of 
the same section expressly authorizes 
and validates state legislation prohibit- 
ing or regulating union security agree- 
ments. 


6 ies state laws regulating strikes in 
the public utility industry can be 
brought to life again by the simple ex- 
pedient of amending the national act 
to authorize such state legislation. The 
program of the Senate Labor Subcom- 
mittee on Labor-Management Rela- 
tions, calling for hearings on and re- 
vision of the national emergency strike 
provisions of the national act, pro- 
vides the initial opportunity in effec- 
tuating such restoration of power in 
the states. Public utility management 
is so vitally concerned with the out- 
come of the legislative process just get- 
ting under way that inaction is incon- 
ceivable. Its interests, as well as those 
of the public utility industry generally, 
will be well served when, as hereto- 
fore, each state is free to make ade- 
quate provision at the state and local 
level against interruption of utility 
services endangering the public health 
or safety. 





“Tue St. Lawrence seaway is defended by its advocates as giving a 
secure route. In war there is no security.” 


—GERALD Bocan, 


Vice Admiral, United States Navy (ret.). 
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Washington and the 
Utilities 


Gas Producers Win Procedural 
Points with the FPC 


pees by the avalanche of publicity 
accompanying the return of General 
MacArthur were a couple of routine 
procedural items which otherwise might 
have made news. Since procedural rul- 
ings before regulatory commissions do 
not ordinarily make news, it might be 
explained that both of these were un- 
usual. And they were unusual, because 
they would seem to indicate that the 
FPC was backing up a bit in its regula- 
tory position with respect to the gas in- 
dustry. 

Point No. 1 happened at Bartlesville, 
Oklahoma. There an FPC examiner had 
been trying to keep the Phillips Pe- 
troleum Case on the course charted by a 
preliminary instruction from the FPC in 
Washington. This preliminary instruc- 
tion was to restrict the evidence and 
questions in the Phillips Petroleum Case 
to the single issue of whether the FPC, 
under the Natural Gas Act, has jurisdic- 
tion over an independent producer. 

But FPC Counsel Lambert McAllister 
had other ideas. Evidently he and the 
staff had prepared their whole case on 
the basis of the fairness of rates charged 
by Phillips Petroleum —the nation’s 
largest independent producer—for sup- 
plying gas to pipeline companies. Op- 
posing counsel fussed and wrestled. And 
despite repeated sustained rejections, 
the FPC lawyer kept trying to inject the 
issue sidewise by asking leading ques- 
tions about “monopolistic” conditions 
prevailing in the gas supply field. As the 
first week’s hearings drew to a close, the 
weary examiner threw up his hands and 
recessed with the dolorous exclamation, 
“I wonder where we are going!” 


= 
i] 
ated it 

Si se 
On April 18th came official word from 
Washington that the FPC had finally 
decided to restrict the issue, so that be- 
fore hearings were resumed on April 
24th, the FPC staff had to go on to 


Washington to do its homework all over 
again. 


— No. 2 happened during the 
same week right in Washington. 
There again an FPC examiner, conduct- 
ing rate hearings on the petition of the 
Northern Natural Gas Company to in- 
crease its rates for gas supply to its pipe- 
lines from distributing utilities, had to 
get formal instructions from the full 
commission before he could proceed. The 
question was whether state-fixed mini- 
mum field prices for gas could be intro- 
duced as evidence of operating cost of a 
pipeline company. The examiner said 
“No.” But on appeal the FPC said 
“Ves.” 

The issue, of outstanding importance 
both to gas producers and pipeline com- 
panies, has not been settled on its merits, 
however. The FPC has simply ruled on 
the “admissibility” of a minimum field 
price of 8 cents a thousand cubic feet 
fixed by the Kansas commission, pur- 
suant to its statutory authority. The 
FPC may finally decide from other evi- 
dence that the cost of gas (as a charge- 
able operating expense) to the pipeline 
company is something less than the 8- 
cent price. 

This FPC action indicates willingness 
to recognize minimum field price fixing 
of gas by the state commissions, but not 
necessarily as a conclusive standard of 
cost in an FPC rate proceeding. The 
FPC examiner had rejected all evidence 
of the state-fixed minimum because he 
said it was in conflict with normal prac- 
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tice of the FPC to allow only the actual 
cost of gas in such rate proceedings. 

Natural gas producers are relying 
heavily on the U. S. Supreme Court rul- 
ing in the Oklahoma decision of last De- 
cember. In that case the Court upheld 
the constitutional authority of a gas- 
producing state, through its regulatory 
commission, to fix minimum prices at the 
wellhead in the interest of conservation. 
But that case involved litigation between 
two private companies. The Northern 
Natural Gas Company Case would in- 
volve, upon appeal, the more difficult 
question of FPC authority to fix reason- 
able interstate gas rates as against the 
authority claimed by the producing states 
to protect their gas resources by fixing 
minimum prices. 


Crossed Fingers for the Gas Men? 


uT the gas producers should not cheer 
too soon about winning these pro- 
cedural tricks at the examiner’s table in 
both the Phillips and Northern cases. 
Such cheering would be distinctly prema- 
ture. In the Phillips Case it may well be 
that the commission has decided to let 
the clean-cut issue of whether it has juris- 
diction or not go to the courts instead of 
lousing up the record with a lot of stuff 
about who is charging whom how much 
for what, and why not. 

Veteran lawyers of the FPC bar in- 
variably recall the commission’s batting 
average in the Supreme Court on ap- 
pellate tests. It is pretty near perfect. 
And if the courts finally decide that the 
FPC has jurisdiction over Phillips and 
all the rest of the producers, full course 
rate cases will follow soon enough, as 
these same lawyers will again readily 
agree. 

Likewise, in the Northern Case it may 
well be that the FPC is simply proceed- 
ing cautiously on a complicated test ques- 
tion. It may be that the FPC is unwill- 
ing to let such a controversial issue go 
into the appellate courts (as it probably 
will) upon a purely procedural ruling as 
to the admissibility of evidence. And if 
the FPC, after considering the state-fixed 
price on its merits, should finally fix the 
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price of Northern’s gas at a lower level, 
it could be in a stronger appellate posi- 
tion. It would go into court with two 
strings to its bow instead of one. FPC 
legal strategists, who are past masters in 
the art of “gradual” litigation, know the 
advantage of making up a record with 
one eye firmly fixed on the highest Court. 
It may give some FPC decisions a slight- 
ly cross-eyed appearance at times, but it 
pays off in the end. 


| eg pony, FPC’s batting average 
in the court of appeals gained some 
more percentage points during the month 
of April. On April 10th the Third U. S. 
Circuit Court of Appeals confirmed 
FPC’s jurisdiction and order in the 
Pennsylvania Electric Company Case. In 
this case the electric company acquired 
three small electric companies in Penn- 
sylvania for $300,000, which was $163,- 
951.86 in excess of their depreciated orig- 
inal cost, based on the time when the 
facilities were first put into public serv- 
ice. The FPC in recent years has strictly 
adhered to the policy of treating such ex- 
cess costs as an “adjustment item.” 

But the company complained in this 
case on the grounds that the price paid 
for the property was the result of arm’s- 
length bargaining with the former owners 
and should be treated as a test of their 
true worth for accounting or any other 
purpose. The circuit court, in an opin- 
ion by Judge Kalodner, disagreed. 

The other “win” for the FPC lawyers 
came on April 16th when the U. S. Su- 
preme Court refused to review an order 
of the U. S. Circuit Court of Appeals for 
the District of Columbia confirming the 
FPC accounting regulation involving 
the Arkansas Power & Light Company. 
This case involved the right of the FPC 
to order corporate accounts adjusted 
contrary to the order of the Arkansas 
commission for a primarily intrastate 
electric utility. 


* 
REA Has Its Problems 


NE of these days REA Administrator 
Wickard may find himself giving 
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an imitation of a man pulling the rug out 
from under his own feet. Administrator 
Wickard has honestly tried to get author- 
ity from the Defense Production Admin- 
istration to hand out priorities for cop- 
per, aluminum, and other scarce items to 
the co-op borrowers. Wickard had good 
reason for wanting his co-ops out from 
under the jurisdiction of the Interior De- 
partment (which has the responsibility 
for administering defense controls on 
materials to all other electric utilities, 
public and private). 

What has actually bothered REA most 
was the fact that DEPA might ask some 
of the new super co-ops the same kind of 
questions on the need for scarce mate- 
rials as it asks the other private and 
public power agencies. And such ques- 
tions might lead to some discussion about 
unnecessary duplication of facilities, and 
therefore the unnecessary use of scarce 
materials during this critical period. So 
the idea was promoted that if REA itself 
became a sort of “Little DEPA”—mean- 
ing the claimant agency for all the REA 
co-ops—it would have the material allo- 
cated in one lump directly from the Na- 
tional Production Authority and no ques- 
tions asked about details. 




















uT that is where the trouble starts. 
It seems like questions are being 
asked—not by government authorities, 
but by some of the distributing co-ops 
that have been advised time and again by 
REA to “heave up” their lightweight 
distribution lines so as to handle more 
load and bring more power to more farm- 
ers. It seems that the super co-ops which 
are generating and transmission agen- 
cies, will have to get their scarce mate- 
tials out of the same common pot as the 
distributing utilities. But there the 
equality ends, because a “G&T” co-op 
building new plants and lines takes a tre- 
mendous amount of material—all out of 
proportion to the smaller demand made 
by the grass-root distributors. Some- 
thing like the “horse and rabbit” stew— 
composed equally of one horse and one 
rabbit, 
The distributing co-ops are beginning 
to find themselves on the verge of being 
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hopelessly outclassed by the G&T co-ops. 
Some of them have not even awakened to 
the situation. So now REA Adminis- 
trator Wickard, who had every right to 
think he had executed a nice coup on be- 
half of the co-ops by getting his job as 
Administrator of “Little DEPA,” finds 
the fruits thereof turned to ashes. In- 
stead of congratulations, the mail is be- 
ginning to bring in more demands, which 
sooner or later will be the forerunner of 
complaints, because there simply won’t 
be enough scarce materials to go around. 

Eventually, the Administrator may 
have to choose between servicing the 
G&T co-ops or taking care of the grass- 
root distributors. It will be a difficult 
choice, if necessary. 


Ox top of all that, REA may also face 
more investigation in the House of 
Representatives. The so-called Hardy 
Subcommittee, which was investigating 
REA super co-op loans, has wound up 
its work with an inconclusive report rec- 
ommending that some other committee of 
the House ought to take over the job. 
For this reason, Chairman Cooley (Dem- 
ocrat, North Carolina) of the House 
Agriculture Committee has scheduled 
what he claims will be a “thoroughgoing” 
investigation of REA’s operations and 
policies, to begin early in May. Other 
members of the committee, friendly to 
REA, have privately expressed concern 
that recent deals whereby super co-ops 
have leased their generating and trans- 
mission facilities to an Interior Depart- 
ment agency—Southwestern Power Ad- 
ministration—will, in the end, result in 
REA becoming the “tail to Interior’s 
kite.” 

For some time, certain members of the 
committee have been studying suggested 
amendments to the REA Act which 
would require closer supervision by 
state regulatory authorities before REA 
approval of super co-op loans. Commit- 
tee leaders are so far undecided, how- 
ever, whether to introduce a bill right 
away, to be the basis for investigation 
and public hearings, or to wait until after 
the committee investigation to write 
“appropriate” legislation. 
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Exchange Calls 


Special MRO Telephone Order 
Coming Up 


ep special maintenance, repairs, and 
operations order issued by the com- 
munications equipment division of the 
National Production Authority is de- 
signed to satisfy the emergency needs of 
the smaller telephone companies, pending 
the inauguration of the Controlled Ma- 
terials Plan on July Ist. Up until the 
present time the telephone companies 
have been more or less considered in the 
same category as average businesses tak- 
ing their chances under the general DO- 
97 rating. Other utilities, however, have 
been recognized as being deserving of 
the particular treatment necessary for a 
regulated industry and as a result the 
electric utilities have their special Order 
M-50 and the gas utilities their M-46. 

In the meantime, the smaller telephone 
companies with expansion plans under 
way have found themselves in the posi- 
tion of being unable to justify their cur- 
rent requests for material on the basis of 
a 1950 base period figure. Something had 
to be done. Now with their new order, 
consideration will be given to their in- 
dividual needs, both for MRO require- 
ments and small capital expansion. 

The Rural Electrification Administra- 
tion through its telephone loan program 
branch will continue to function as both 
an expediting and administrative agent 
for those telephone companies and co- 
Operatives having loans under the REA 
program where defense needs of copper 
are concerned. Since the program is still 
in its early stages—from the standpoint 
of actual loan contracts approved and 
construction under way—the carry-over 
quantity of 122 tons of copper from the 
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And Gossip 


first-quarter operations is generally con- 
sidered to be sufficient for the time being. 
The National Production Authority had 
previously granted the telephone loan 
program a spot quantity of 133 tons of 
copper for the first quarter in the absence 
of any 1950 use figures. 


CMP Unveiled at Last 


LL of the changing orders and amend- 
ments to orders that have become 
a source of concern and irritation to the 
communications and other industries will 
soon become a faint recollection, how- 
ever. Manly Fleischmann, Administra- 
tor of the National Production Author- 
ity, during the last fortnight announced 
definitely that a Controlled Materials 
Plan would go into effect on July 1st. It 
will affect the supply and distribution of 
steel, copper, and aluminum. 

CMP (as it is called) is a plan by 
which the three basic metals are allotted 
directly to the producers on the basis of 
detailed requirements submitted in ad- 
vance for the manufacture of goods 
which the government needs for the de- 
fense program. 

The NPA has issued a list of products 
for which application forms will be re- 
quired and on this list is telephone and 
telegraph communication equipment. 

The first phase of the CMP operation 
will be the reporting to NPA by produc- 
ers, of their detailed requirements for the 
basic materials, on forms which will be 
sent to them early in May. The second 
phase will be the allotment of specific 
amounts of materials to producers start- 
ing July 1st after determination by the 
Defense Production Administration of 
the necessary production programs. 

With such a quantitative measure- 
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ment, the government can weigh defense 
needs against capacity to produce, meas- 
ure the impact on the availability of ma- 
terials for civilian consumer goods, and 
take what steps are desirable to maintain 
a healthy civilian economy. 

The CMP is particularly designed to 
be a flexible one because of today’s dual 
economy. Defense production can be in- 
sured through the plan and at the same 
time civilian production is encouraged, 
rather than discouraged. 

For the time being, at least, the CMP 
will be limited to defense production and 
to a relatively few special programs for 
production of vitally needed defense-sup- 
porting items. While exact information 
is not yet complete, the present program 
for defense and defense-supporting pro- 
duction will not require the whole sup- 
ply of basic controlled materials. 


TS will be a substantial balance 
of steel, copper, and aluminum for 
nondefense use. This remainder of ma- 
terials, after allotments under CMP, will 
be available for nondefense production. 
A rough balance between supply and de- 
mand for the left-over amount will be 
preserved by using other NPA powers, 
such as “M” order limitations. The ef- 
fect would be to reduce less essential 
civilian production and assure a propor- 
tionate amount of materials will be avail- 
able for large and small civilian business. 

ODM Chief Wilson has made it clear 
at his press conferences that a balanced 
economy, with due consideration given 
to the civilian production of equipment, 
must be our course under present mobili- 
zation plans. The next six to nine 
months are expected to be the tight ones 
but by that time it is hoped that new 
production capacity of steel, copper, and 
aluminum will come on the line and ease 
the strain on the civilian economy. 


¥ 
Not Enough Beeps 


HE Federal Communications Com- 
mission is suspicious. It has an or- 
der on the books requiring that all re- 
cording units on telephones give out a 


“beep” signal so that there will be no 
unsuspecting remarks made and record- 
ed. The commission knows that there 
have been 24,000 voice recording devices 
sold since 1948, but less than 5,000 re- 
corded connector units carrying the beep 
signal have been installed by all the tele- 
phone companies. 

With 19,000 voice recorders unac- 
counted for, the commission is now out 
to get to the bottom of the mystery. The 
use of a recorder without the tone warn- 
ing (“beep”) signal is in violation of 
tariff regulations filed pursuant to the 
commission’s order. 

In a recent letter addressed to the 
United States Independent Telephone 
Association and the Bell system, the com- 
mission has asked for codperation “in 
taking effective measures” to assure com- 
pliance with and “vigorous enforcement” 
of the applicable tariff regulations per- 
taining to the use of the tone warning 
signal. The commission has stated that 
the matter of its order in the voice re- 
cording case will be reviewed in the light 
of the results of the above requested en- 
forcement action. 


¥ 


Western Union Goes from 
Telephone to Television 


HE Federal Communications Com- 

mission has approved the with- 
drawal of Western Union Telegraph 
Company from the telephone field. 

By its April 9th action, the commis- 
sion granted the joint application of 
Western Union and the Bell system and 
others for : 

(1) Acquisition by the American 
Telephone and Telegraph Company 
and certain Bell system companies of 
the telephone business of Western 
Union in 28 states. 

(2) Discontinuance by Western 
Union of its public message toll, pri- 
vate line, and program telephone serv- 
ice in various states. 

(3) Discontinuance by the Pacific 
and Nevada Bell companies of message 
telegram service in five western states. 
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As a result of the commission’s action 
Western Union is to discontinue furnish- 
ing public message toll telephone service 
in Alabama, Georgia, Kentucky, Missis- 
sippi, North Carolina, South Carolina, 
Tennessee, Virginia, Colorado, Kansas, 
Illinois, Indiana, Iowa, Minnesota, Ne- 
braska, Ohio, Wisconsin, Arkansas, 
Louisiana, Missouri, Oklahoma, Texas, 
California, Idaho, Nevada, Oregon, 
Utah, and Washington. The telegraph 
company also has been furnishing private 
line and voice frequency telephone serv- 
ice in New York, Pennsylvania, New 
Jersey, Florida, and Maryland. The Bell 
system will discontinue message tele- 
gram service in California, Oregon, 
Washington, Idaho, and Nevada. 

Under its agreement with the Bell 
system companies involved, Western 
Union will receive a cash consideration of 
$2,400,000. Western Union acquired the 
telephone facilities when it was merged 
with the Postal Telegraph system in 1943. 


as, while the telegraph 
company has stripped itself of tele- 


phone facilities, it has announced that 
it is entering the popular field of televi- 
sion. The company has formed Western 
Union Services, Inc., a new subsidiary 
which will install and service television 
receivers. 

An arrangement has been made with 
the Allen B. DuMont Laboratories, Inc., 
whereby Western Union Services, Inc., 
will be authorized to install and service 
DuMont receivers in Essex, Passaic, and 
Union counties in New Jersey. 

According to company officials, West- 
ern Union is again looking westward, 
but this time to the prospects of a greater 
public need for efficient and reliable tele- 
vision receiver servicing as numerous 
television stations in the West are author- 
ized and countless new receivers go into 
operation. 

For the time being, the operation, 
which grew out of conversations between 
Walter P. Marshall, president of West- 
ern Union, and Dr. Allen B. DuMont, 
will be conducted on a limited scale, con- 
fined to the three New Jersey counties. 
Experience during the initial operation 
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period will be the basis for expansion, 
¥ 


Nebraska and Telephone 


Codperatives 


¥ @-- governor of Nebraska has ap- 
proved a new law to prevent dupli- 
cation of telephone facilities. Although 
the Nebraska commission has only lim- 
ited jurisdiction over utilities in that 
state, the new legislation forbids any 
“person, firm, partnership, corporation, 
cooperative, or association” from offer- 
ing service or constructing lines in the 
existing service areas without a certifi- 
cate from the Nebraska commission, The 
commission before granting such a cer- 
tificate must find that the territory to be 
served is not receiving adequate service, 
or that the existing telephone company 
is not willing or able to furnish the same. 
The law is framed to supplement the tele- 
phone section of the Federal Rural Elec- 
trification Act, which forbids loans for 
telephone service to co-ops or anybody 
which result in unnecessary duplication 
of service. 


¥ 


Taft and Antistrike Law 


TATES affected by the recent U. S. 
Supreme Court ruling, which over- 
ruled the Wisconsin public utility anti- 
strike law, have a sympathetic friend in 
Congress in the person of Senator Rob- 
ert A. Taft (Republican, Ohio). But it 
is unlikely that his sympathy will be 
transposed into remedial action—at least 
during this session of Congress. 

In commenting on the decision (which 
was based on the Court’s interpretation 
of the Taft-Hartley Act), Senator Taft 
was emphatic that such a possible inter- 
pretation was never contemplated when 
the measure was drafted. The Ohio Sen- 
ator was in agreement that a corrective 
amendment to the law was in order, but 
was dubious as to the possibility of such 
an amendment being passed at this time. 
Capitol observers generally agree that 
there is little likelihood that there will be 
any piecemeal amending of the act. 





Financial News 
and Comment 


By OWEN ELY 


Has the Bond Market Reached 
Bottom? 


HE long-standing controversy be- 

tween the Treasury Department and 
the Federal Reserve Board over money 
rates and the price level of government 
bonds was finally won by the Reserve. 
The resulting adjustment in money rates, 
both short-term and long-term, was fairly 
drastic for the short time in which it 
occurred, though much less serious from 
a long-term point of view. (See chart in 
this department, last issue.) 

As indicated in the table of “Yield 
Yardsticks” on page 637, yields on long- 
term taxable governments have advanced 
from last year’s low of 2.15 per cent to 
a recent figure around 2.65 per cent, or 
a gain of one-half per cent. The munici- 
pal bond market has been particularly 
hard hit. Yields on Aaa utility bonds 
have advanced from 2.55 per cent (1950 
low) to a recent quoted high around 2.91 
per cent. But the latter figure does not 
tell the whole story, since recent new 
offerings have been priced to yield well 
above this level. For example, the $35,- 
000,000 Duke Power bonds due 1981, 
rated Aaa by Moody, were successfully 
offered on a 3.15 per cent basis and are 
now on about a 3.10 per cent basis. Thus 
the actual (rather than quoted) increase 
in utility bond yields corresponds pretty 
well with the change in governments. 
The increase in preferred stock yields, 
so far as the new issue market is con- 
cerned, has been at least as great—though 
hard to measure because there has been 
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practically no utility preferred stock fi- 
nancing in April. Jersey Central Power 
& Light Company rejected (March 27th) 
single bids received for $4,000,000 pre- 
ferred stock and $1,500,000 mortgage 
bonds. Wisconsin Power & Light Com- 
pany on April 2nd offered $1,000,000 
4.80 per cent preferred stock at par to 
preferred stockholders (underwritten )— 
seemingly a very high rate for an A rated 
company. Competitive bidding May 2nd 
on $15,000,000 Ohio Edison preferred 
stock will afford a real task. 


. iy decline in governments has been 
cushioned by moderate Treasury 
buying and occasional (but not steady or 
large) Reserve buying. But there seems 
now to be some indication of institu- 
tional buying—perhaps a sign that the 
adjustment is nearly completed. 

One factor in the decline has been the 
demands on insurance company funds 
to finance new construction of all kinds 
—a role of increasing importance played 
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by these companies. It is estimated that 
$23 billion will be required for this pro- 
gram. The commercial banks have been 
busy lending huge amounts to industrial 
companies to finance inventories at high- 
er price levels—both in connection with 
the war effort and to sustain a high out- 
put of consumers’ goods. Institutions 
generally have been selling governments 
to obtain funds for these loans. When 
the Federal Reserve quit “pegging” pur- 
chases, it was obvious that there would 
be no adequate buying power to support 
the market, 

Consumer resistance to high prices has 
combined with a temporary glut in some 
consumer lines (such as TV sets, textiles, 
etc.) to cause forced liquidation at bar- 
gain prices. There has also been con- 
siderable pressure brought to bear on 
commercial banks by the Federal Re- 
serve to check the increase in loans as a 
patriotic, anti-inflation measure. Thus 
the steady rise in loans has been checked, 
partially at least, which may ease the 
selling pressure on governments. 


HE rise in money rates might con- 

tinue further unless checked by the 
Federal Reserve, which possesses almost 
unlimited resources under the powers as- 
signed to it by our present monetary 
laws. Presumably the Reserve will be 
satisfied with the change in money rates 
now effected. The new president, Wil- 
liam McChesney Martin, who came over 
from the Treasury Department, might 
naturally be expected to favor the Treas- 
ury viewpoint, but thus far he has taken 
no public stand on the issues involved. 
The Treasury Department, reported to 
be hopeful of lower interest rates over 
the next year or so, is expected to stress 
short-term financing in its refunding of 
$39 billion government securities due 
this year. The moderately successful re- 
funding of the big issue of Treasury 
24s due 1972 by an exchange for non- 
marketable 23s, early in April, was said 
to be gratifying to the Treasury. The 
Treasury also hopes to obtain extensions 
on much of the huge “E” savings bond 
issue. While other monetary problems 
may arise unless price inflation is brought 
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under real control, for the moment it 
appears that the bond market may stabj- 
lize. 


- 
What's the Right Equity Ratio? 


VER the past year or so there has 
been some discussion in utility 
circles over the “ideal” or “normal” 
equity ratio. In the natural gas industry 
there is a very wide discrepancy with 
respect to the equity ratio—with 50 per 
cent or more for old-line integrated com- 
panies (such as Columbia Gas, Consoli- 
dated Natural Gas, and Northern Nat- 
ural Gas), while some of the new pipe- 
lines have been successfully launched 
with such low common stock ratios as 10 
per cent or 15 per cent. These pipeline 
companies, however, generate substan- 
tial amounts of cash through large depre- 
ciation allowances, and their bonds carry 
heavy sinking funds. The higher debt of 
the pipelines may also partly be explained 
by the anticipated greater stability of 
pipeline earnings as contrasted with vari- 
able earnings for the retailers, whose 
house-heating sales are sharply affected 
by the vagaries of the weather. 

A new electric generating company 
with expectations of highly stable earn- 
ings—Electric Energy, Inc.—was per- 
mitted by the SEC to finance on a 95-5 
ratio, but this was a very special situation 
involving long-term contracts. The aver- 
age electric company, however, because 
it has moderate labor costs and improved 
efficiency, does not need to maintain as 
high an equity ratio as a communications 
company, whose labor costs are a very 
substantial part of income and are con- 
stantly increasing. 

The SEC some years ago named a 50- 
25-25 formula which has become some- 
what of a pattern for electric utility com- 
panies emerging from holding company 
systems, although one or two, such as 
West Penn Electric, have been permitted 
to start with a lower equity ratio and 
gradually build it up. But among the old- 
line independent operating companies, 
such as Boston Edison, Consolidated 
Edison, Commonwealth Edison, etc., 
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equity ratios of 40-60 per cent largely 
prevail. 


M“xx of the newcomers, which have 
emerged from holding companies, 
have had to take very substantial write- 
offs and as a result many of them have 
had to start “from scratch” with a 25 
per cent equity ratio. Most of them are 
in process of building this up to 30-35 
per cent, but executives of some of these 
companies have expressed doubts as to 
the wisdom of seeking a ratio above the 
32-35 per cent range. The apparent im- 
plication by those who have expressed 
this view has been that a higher equity 
ratio would deprive present common 
stockholders of the benefits of reasonable 
leverage in the capital setup, which tends 
to improve share earnings and permit 
more generous dividends. 

_ There is another angle to the discus- 
sion. 

Utilities are raising a great deal of 
new capital—some of them are planning 
to double their capacity by 1955 as 
compared with 1945. The method of 
raising these funds has an important 
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bearing on the fortunes of existing 
stockholders. 

In other words, the management 
should obviously seek to obtain this 
money in the cheapest way in order 
to benefit the older stockholders. At the 
same time it should consider the com- 
pany’s stability, the necessity for pro- 
viding needed funds during bad market 
periods, and the gradual achievement of 
permanent objectives with respect to 
capital ratios. 


N deciding what is an appropriate type 
of capitalization for a particular 
company, the special circumstances sur- 
rounding each company must be studied 
carefully, and the capital structure should 
be tailored to fit the circumstances of the 
particular company. A clear distinction 
should be made for companies providing 
different types of utility service. Unfa- 
vorable market conditions will obviously 
make it necessary for a company to in- 
crease its debt at times. On the other 
hand, if a company is seeking to improve 
its capital structure, it must be done on 
a very gradual basis. 
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This in turn raises the question as to 
which company can finance the cheapest 
—the one with a low equity ratio, or the 
one with a high ratio. Obviously, the 
very large companies, with sound capital 
structure and high Moody bond ratings, 
can command lower yields for their 
bonds, debentures, and preferred stocks, 
and their common stock offerings can 
also be placed (by subscription or 
straight sale) on a lower earnings-price 
basis. 

But this is less true of smaller 
companies, or companies with some spe- 
cial handicap such as public power com- 
petition, etc. Despite fairly high equity 
ratios, companies like Portland General 
Electric and Mountain States Power still 
have only Baa bond ratings. Neverthe- 
less, by and large the ratings reflect sta- 
bility and strength, as measured by the 
equity ratio, and even a relatively small 
company such as Hartford Electric can 
achieve an Aaa rating. 


I* discussing the advantage of putting 


out a large amount of debt from the 
angle of cost of financing, it is obvious 
that to issue $5,000,000 of bonds is con- 
siderably cheaper than issuing $5,000,- 
000 of common stock. Admittedly, a large 
company can issue a reasonable amount 
of bonds without immediately affecting 
the cost of its common stock money. 
However, once it has reached a new debt 
ratio level, it is then of necessity faced 
with the problem of offering more com- 
mon stock. Furthermore, if a company 
changes its financial policy from a con- 
servative debt ratio to a high debt ratio, 
over the long run its common stock money 
will definitely cost more. It must be real- 
ized that the highest part of the over-all 
cost of capital is that for common stock. 
Only a small increase in the cost of equity 
financing will tend to cancel out any 
temporary saving realized from increas- 
ing the debt ratio. The long-run point of 
view is often lost sight of in such a dis- 
cussion. 

Also, it may be noted that gross in- 
come available for the security holders 
only represents approximately 25 per 
cent of operating revenues for the electric 
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industry. In other words, only 25 cents 
of each consumer dollar goes to pay for 
capital costs. Thus, even if the propo 
nents of higher debt believe that there 
is a lower cost with higher debt, such 
higher cost would mean little in relation 
to the consumers’ bills. Not only is it 
questionable whether the higher debt 
ratio over the long run will result in a 
lower cost of capital, but also there are 
many advantages of a conservative capi- 
talization—such as more definite assur- 
ance of ability to finance, greater flexi- 
bility in the temporary choice of methods 
of raising capital and in the timing, more 
adequate protection against future con- 
tingencies, and more definite assurance 
that service standards can be maintained, 
Thus, the glitter of cheap debt today may 
prove to be illusory over the long run. 
Companies having as their goal a high- 
grade capitalization may prove to be in 
the best position over the long run—as 
proved to be the case with the railroads 
in recent decades. 


* 
Utility Financing in First 
Quarter 


Ce the handicaps in both 
bond and share markets, the amount 
of utility financing in the first quarter of 
1951, as shown in the accompanying 
table, seems remarkably good. The elec- 
tric and gas companies issued $548,000,- 
000 securities compared with $603,000,- 
000 in the first quarter of 1950, There has 
been a great deal of financing through 
subscription rights, more than thirty 
utility “rights” offerings having been an- 
nounced since January Ist, but in many 
cases it has been necessary to price the 
offering well under the prevailing mar- 
ket price in order to make it successful. 

Thus American Gas & Electric’s sub- 
scription offering was priced at 52} com- 
pared with the market price around 56 
at the time of the announcement. The 
issue was not underwritten, the company 
having rejected competitive bids. The 
approximate 4-point spread proved bare- 
ly adequate, as the rights sold as low as 
1/256 on the closing day, April 17th. 
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Stock sales by Middle South Utilities 
and Southern Company (which were 
not based on subscription rights) were 
successfully underwritten and marketed 
at prices fairly close to the prevailing 
markets. In both cases, however, inten- 
sive campaigns were made to develop 
buying interest in these issues prior to 
the competitive bidding. (Southern Com- 
pany engaged First Boston Corp. in this 
connection. ) 

The utilities have doubtless been aided 
in their sales of equity securities by the 
new markets which have developed 
among pension and trust funds and in- 
surance companies. New York insurance 
companies have now been granted the 
privilege of investing 5 per cent of their 
funds in common stocks, and it appears 
likely that a substantial amount of these 
available funds will eventually go into 
utility company stocks, because of their 
greater market stability and the satis- 
factory yields obtainable. 


[' is fortunate that these new buying 


interests are coming into the market 
at a time when the outlook for utility 
earning power has become a little drab 
due to the constantly rising cost of taxes, 
material, and labor. January earnings 
figures seemed disappointing at first 
glance: Net income for all class A and B 
electric utilities was down 2 per cent as 
compared with a probable increase of 
some 10 per cent in the outstanding 
amount of preferred and common stock. 
However, Federal income taxes for the 
month increased from $38,000,000 (last 


year) to $53,000,000—an increase of 40 
per cent. Pretax net income showed a 
gain of 12 per cent, or slightly better than 
the increase in outstanding stock, The 
sharp increase in taxes represented a 
jump from 38 per cent to 47 per cent 
(24 per cent) compounded with the 12 
per cent gain in pretax earnings—plus 
EPT. It appears likely that very few 
companies have adjusted their January 
1950 figures to a 42 per cent rate. If this 
had been done, the increase in taxes 
would have been somewhat less startling, 
and net income would have shown a 
small increase. 


FIRST-QUARTER UTILITY 
FINANCING* 
(Gas and Electric Companies) 
1951 Jan. Feb. Mar. T. 


$198 $ 51 
Preferred Stocks .. 1 50 
Common Stocks .. 19 88 


$218 $189 


$158 $23 $112 
Preferred Stocks .. 14 19 
Common Stocks .. 21 18 168 


$55 $299 
*As compiled by the Irving Trust Company. 
* 
1951 Tax Accruals 
Bryon utility earnings statements, 
covering the first few months of 
1951 versus the corresponding periods 


of 1950, will be difficult to interpret un- 
less the basis for accruing Federal in- 





U. S. Long-term Bonds—Taxable 
Utility oe 


Utility Preferred ) Stocks—High-grade - 
Utility Common Stocks 





CURRENT “YIELD YARDSTICKS” 


Recent 


—Medium-grade is 37 


Latest available Moody indexes are used for utility bonds and preferred stocks; Stand- 
ard & Poor’s indexes for government bonds and utility common stocks. 


1951 Range 1950 Range 

High Low High 

2.65% 2.42% 

2.91 2.69 

3.01 2.74 

3.13 2.87 

3.34 3.21 

3.92 3.82 

4.37 4.25 


6.09 6.43 5.31 
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come taxes is clearly explained by foot- 
note or otherwise. Some companies 
(such as New England Electric System 
and Kansas Gas & Electric Company) 
have decided to accrue more than the 
official tax rate this year, with the appar- 
ent object of providing a backlog for 
later adjustments if Congress raises the 
tax rate again this summer or fall. 

On the other hand, the 1950 reports 
(as originally stated) reflected accruals 
at the rate of only 38 per cent, which 
might well be adjusted to the average 
rate of 42 per cent applying to the whole 
year 1950. In any event, if the adjust- 
ment is not made the accrual rate should 
be indicated by a footnote. 

It is also to be hoped that utilities 
which are paying excess profits taxes will 
segregate this item, or at least indicate 
clearly that it is included in “Federal 
taxes on income.” 


* 


Why the Long Delay in the 
Consolidated Edison Rate Case? 


Se has been some curiosity in 
utility circles as to the reasons for 
the long delay by the New York Public 
Service Commission in determining the 
permanent rates (both gas and electric) 
of Consolidated Edison of New York. 
The company has been operating with 
“temporary rates” for many years, under 
the peculiar legislation of New York 
state. 

Former Chairman Maltbie of the 
public service commission, before his re- 
tirement early in 1949, issued a drastic 
order reducing the company’s temporary 
electric rates about $21,500,000, but per- 
mitting an increase of about $10,800,000 
in the gas rates. It had been generally 
expected that the newly constituted com- 
mission (only Commissioner Eddy par- 
ticipated in the Maltbie decision) would 
before this have handed down the long- 
awaited decision on “permanent” rates. 

Now that natural gas is being obtained 
by the company, with a saving estimated 
at $9,000,000 for a “normal” year, it 
has been expected that gas rates would 
be lowered. It has also been hoped, in 
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utility and financial circles, that the com- 
mission would liberalize its former de- 
cision in drastically reducing net electric 
plant account, and would also permit a 
somewhat higher rate of return. (Tempo- 
rary rates may yield only 5 per cent, but 
permanent rates, when fixed, should 
compensate for past “losses” due to low 
rate of return.) Hence it has been hope- 
fully anticipated in some quarters that 
part or all of the cut in electric rates 
would be rescinded. That the company 
has some expectation of this may be 
indicated by its recent advertisements 
and a 12-page booklet, “Why the Price 
of Electric Service Has to Go Up.” 


OMMISSIONER Mylott in a recent 
case before the New York Supreme 
Court (application of Tudor City 9th 
Unit, Inc., argued March 23, 1951) made 
a statement regarding the rate case from 
which we quote excerpts as follows: 


Since the date of the temporary 
rate order, the personnel of the com- 


mission has been, with one exception, 
completely changed. . . . It has been 
necessary for the new commissioners 
to familiarize themselves with the pro- 
ceeding in Case 12455 as well as with 
all of the many other matters pending 


before the commission. . . . From my 
own long experience in the field of 
utility regulation, I feel confident in 
stating that this proceeding is prob- 
ably one of the most complex and com- 
prehensive rate cases which has ever 
confronted a regulatory commission. 
... There is reason for hope that the 
final determination of this case will 
set the pattern for all future rate alter- 
nations which may be applicable to 
its sales of electric energy. In other 
words, although material changes in 
factors affecting the rate picture may 
require upward or downward revi- 
sions in the amount of revenue which 
the company will be entitled to secure, 
the decision in this case should be de- 
terminative of many of the factors 
which rate cases involve. To deal with 
this present proceeding in a hasty or 
superficial fashion would be a failure 
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to comply with the duty of the commis- case (which already comprises over 300 
sion in respect thereto and would leave pages), Commissioner Mylott stated : 


a heritage of unsolved and time- 
consuming problems for future rate 
cases, 


After reciting various obstacles to 
completion of his memorandum on the 


e 


Nevertheless, every possible effort 
has been made, and is being made, to 
complete this opinion and present it 
to the commission for final determina- 
tion at the earliest possible date. 


FINANCIAL DATA ON DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 


4/18/51 Indicated 
Price Divi 
About Rate 


Revenues $50,000,000 or over 


American Gas & Elec. ..... 53 
Boston Edison 

Central & South West .... 
Cincinnati G. & E. ........ 
Cleveland Elec. Illum. ..... 
Commonwealth Edison . 
Consol. Edison of N. Y. ... 
Consol, Gas of Balt. ...... 
Consumers Power 

Detroit Edison 

Duke Power 

General Pub. Util. ........ 
Middle South Util. ........ 
New England Elec. System. 
N. Y. State E. & G, ...... 
Niagara Mohawk Power . 
North American 

Northern States Power ... 
Ohio Edison 

Pacific G: @ B, ii ccccccecss 
Penn Power & Light 
Philadelphia Elec, ........ 
Pub. Serv. E. & G. ........ 
So. Calif. Edison 

Sotteth Gee in. cc ccnvcces 
Texas Utilities 

Virginia Elec. & Power ... 
West Penn Elec. .......... 
Wisconsin Elec. Power .... 
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Averages 


Revenues $25-$50,000,000 
Carolina P. & L. ......-+.- 
Central Til. P. S.. ....2..00- 
Connecticut L. & P. ......- 
Columbus & S. Ohio Elec. . 
Dayton P. & L. 

Florida P. & L. .......-00: 
Gulf States Util. ........-- 
Houston L, & P. ........-- 
Indianapolis P. & L. 

Illinois Power 

Kansas City P. & L 

Kansas Pr, & Lt. .........- 
Long Island Lighting 
—— 3: aaa 
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‘Ox. Cur. % In- Earn. Dividend 
teld Period crease Ratio Pay-out 


$4.93f 
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3.40d 
2.12d 
2.44d 
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t rice Ox. “rr. Co 
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ersod 
New England G. & E. .... 1.52f 
New Orleans Pub. Ser. .... 3.35£ 
Northern Ind. P. S. 2.22£ 
Oklahoma G, & E, ........ 1.77d 
Potomac Elec. Power 94d 
Pub. Serv. of Colo. ........ 2.41d 
Pub. Serv. of Ind. 2.58£ 
Puget Sound P. & L. ..... 1.90£ 
Rochester G. & E. ......... 
Toledo Edison 
West Penn Power 
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92d 
2.33d 
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Averages 


Revenues $10-$25,000,000 


Atlantic City Elec. ........ 
California Elec. Pr. 

Calif. Oregon Power 
Central Ariz. L.& P....... 
Central Hudson G. & E. ... 
Central Ill. E. & G. ....... 
Central lll. Light 

Central Maine Power 
Connecticut Power 
Delaware P. & L. 

Florida Power Corp. ...... 
Hartford Elec, Light 

Idaho Power 

Interstate Power 

Iowa Electric L. & P. 

Iowa Pub. Serv. 
Iowa-Illinois G. & E. ...... 
Iowa Power & Light 
Kansas Gas & Elec. ....... 
Kentucky Utilities 
Minnesota P. & L. 
Mountain States Power . 
Otter Tail Power 

Pacific P. & L. 

Portland Gen. Elec. 


San Diego G. & Wisiesessed 
Scranton Elec. ........000- 
So. Carolina E. & G. ...... 
Southern Indiana G. & E. . 
Southwestern Pub. Ser 
Tampa Electric 

United Illum. 

Utah Power & Light 
Western Mass. Cos. ....... 
Wisconsin P, & L. 
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Averages 


Revenues $5-$10,000,000 
Arkansas Missouri Power . 
Central Vermont P. S 
Community Pub. Ser. .... 
El Paso Electric 

Empire Dist. Elec. ........ 
Gulf Public Service 

Iowa Southern Util. 
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a many ietiosted y ——Share Seetegs" ar 
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( Continued) Rate teld Period crease 


Lawrence G. & E. ........ 2.92d* 21 
Lynn G. & E 2.12d 9 
Madison 2.31d 22 
Northwestern P. S, ....... 1.35d * 
6 
15 
2 


Nd 


Sssegssease 


Penn Water & Power 2.23d 
Pub. Ser. of New Mexico . 1.61d 
Rockland L. & P. ......... 71d 
St. Joseph Lt. & Pr. ...... 1.94d 
Tide Water Power 1.11m 
Tucson Gas, E.L. & P. ... 2.16s 
Western Lt. & Tel. ....... 1.94d 


Averages 


Revenues under $5,000,000 


Arizona Edison 

Bangor Hydro Elec. ...... 
Devetey GG. Be, ci. sccccics 
pe. eS eee 
Central Louisiana Elec. .. 
Citizens Utilities 

Colorado Central Power .. 
Concord Electric 

PN GBs sesesicvccce 
Eastern Kansas Utils. ..... 
Fitchburg G, & E. ........ 
Frontier Power 

Haverhill Elec. ........... 
Lake Superior Dist, Pr. ... 
Lowell Elec. Lt. .....ccs00 
Maine Public Service 
Michigan Gas & Elec. ..... 
Missouri Edison 

Missouri Public Ser. ...... 
Missouri Utilities 

Newport Electric 

Sierra Pacific Power 
Southern Colo. Pr. ........ 
Southwestern El. Ser. .... 
Upper Peninsula Power ... 


NANNQAUMS MOAN 
WRU OOSON Wi 


oCoo“Vooncooo 
— 


a 
QD 
R 


an 
R 


mr hee ee 
oe 


wn 
co 
yr 


Ne 


tt 


ss 
90 SINT NN NN NIN ANNIE DS NUMAN XANGA NON tn 
DAwWeONUNNONUDUHOHOROWOO—Wwiow 
— 


bessessussussssesssee shay 


— 


ee ID 
— 


a 


CWBONCSOMNDO-PN- OC 
WOANDCENUNWONUDANWWANwWWHNOWe 


1.51s 12 


— 


0 
0 
e) 
0 
fe) 
@) 
0 
0 
0 
0 
0) 
0 
0 
0 
0 
C 
0) 
0 
C 
0 
6) 
0 
0 
0 
0 


Averages 
Averages, five groups .. 


— 
ot J 


Canadian Com panies** 

C Brazilian Trac. L. & P. ... ; . $3.85d* 4% 
C Gatineau Power . } 1.46d 2 
C Quebec Power : . 1.33d 9 
C Shawinigan Power : . 1.98d 39 
C Winnipeg Electric é ‘ 2.44d D4 


— Ta) 
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NNOOW 


my—May, 1950. je—June, 1950. ju—July, 1950. ag—August, 1950. s—September, 1950. 
o—October, 1950. n—November, 1950. d—December, 1950. j—January, 1951. f—February, 1951. 
d*—December, 1949. B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of- 
town exchange. S—New York Stock Exchange. D—Deficit. NC—No comparable figures 
available. *All twelve months’ earnings comparisons have been adjusted to reflect in both periods 
the present number of shares outstanding. If additional common shares have been recently 
offered, earnings are adjusted to give effect to the offering. **While these stocks are listed on 
the Curb, Canadian prices are used. (Curb prices are affected by exchange rates, etc.) tDoes 
not fully reflect $7,000,000 gas rate increase effective February 18, 1951, or electric rate increase 
of $8,800,000 granted March 22, 1950. Earnings on average shares outstanding, $2.62; price- 
earnings ratio on this basis 12.6 and dividend pay-out 76 per cent. 
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What Others Think 


The Impact of Inflation on 
Utility Rate Control 


NX article which considers special 
problems of utility rate regulation 
developing in the wake of the prevailing 
period of price inflation is one of the 
leading features of the current quarterly 
issue (February 15, 1951), of the maga- 
zine Land Economics, published by the 
University of Wisconsin. The article is 
of special interest because of its author- 
ship. James C. Bonbright, professor of 
finance at the Columbia University Grad- 
uate School of Business, has long been 
a staunch advocate of a strictly cost basis 
for utility rate regulation and an untiring 
critic of the alternative reproduction or 
replacement cost concept. 

In his recent article, however, Pro- 
fessor Bonbright admits that inflation has 
raised special problems of rate control. 
He outlines these as follows: 


At least four such problems may be 
distinguished. First, there is the proce- 
dural problem of the regulatory lag— 
the difficulty of making the somewhat 
cumbersome machinery of rate fixing 
keep pace with the rapid increases in 
wages, in taxes, and in other costs. 
Secondly, there is the problem of an 
adequate annual allowance for depre- 
ciation at a time when replacement 
costs of plant and equipment greatly 
exceed original costs. Thirdly, there is 
the claim of public utility companies 
for a higher money return on capital 
investment, designed to offset the 
waned and waning purchasing power 
of the dollar. Fourthly, there is the 
need of revisions in individual rate 
schedules for the purpose of bringing 
them into line with the current prices 
of substitute products or services. 


The Columbia professor noted that 
the late Judge John E. Benton, as 
counsel for the National Association of 


Railroad and Utilities Commissioners, 
had urged “an offsetting increase either 
in the rate base or else in the rate of 
return” to compensate investors for the 
adverse effects of a severe inflation. He 
noted a similar point of view expressed 
by Chairman Miller of the Ohio Public 
Utilities Commission in defense of the 
Buckeye state policy which adheres to 
the “fair value’ doctrine and requires 
consideration of reproduction costs. 


“peer up the proposal to adjust the 
rate of return upward to offset price 
inflation, Bonbright lists three grounds 
for taking such action: Optimum alloca- 
tion of resources, the corporate need for 
an inflation hedge, and the investor’s 
right to an inflation hedge. 

The so-called “optimum resource al- 
location” was said to be based upon the 
thesis of Professor Harry Gunnison 
Brown, and more recently endorsed in 
part by Professor Emery Troxel of 
Wayne University. According to Brown’s 
thesis, utility rates are too low if they 
yield no more than a conventional return 
on an historical cost of properties con- 
structed at prewar prices. Being out of 
line with surrounding competitive prices, 
they are bound to stimulate an excessive 
demand for utility service. Result: Fail- 
ure to attract new capital so that service 
becomes inadequate to meet demands of 
all customers while new customers must 
be turned away. 

Another equally undesirable result 
might be the extravagant expansion of 
plant capacity to meet a wasteful high 
demand. Bonbright objects to this be- 
cause he does not think that the price 
of nonutility services can be brought into 
line with reproduction costs by force of 
competition. He also doubts the practical 
application of replacement cost to the 
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WHAT OTHERS THINK 


utility industry because of its rapidly 
changing and dynamic growth character- 
istics. 

He gives two other critical reasons 
—that utility rates under “modern wel- 
fare economics” should be set at marginal 
cost, and tax burdens on the utilities 
which are possibly discriminatory. 


fe up the second argument, con- 
cerning the need for continual at- 
traction of utility capital, Professor Bon- 
bright concedes the danger of a “flight 
from the dollar” and a rush by investors 
to buy industrial, as distinguished from 
utility, stocks if pending efforts of the 
government to halt inflation should prove 
ineffective. Bonbright concludes, how- 
ever, 


that the alleged necessity of safe- 
guarding utility stockholders against 
price inflation as a means of attracting 
new equity capital has not yet been 
supported by convincing evidence. But 
this conclusion need not preclude ex- 
periments with new arrangements be- 
tween utility companies and regulating 
commissions permitting the issuance 
of common stock entitled to dividend 
rates that rise and fall with changing 
price levels. Initiated at first on a mod- 
est scale, such experiments would be 
well worth trying in order to test the 
question how much investors are will- 
ing to pay for securities with stabilized 
purchasing power, not only in times 
of inflation but also when price levels 
are on the decline. Programs of this 
kind, however, may have to be post- 
poned as long as utility companies are 
subject to an excess-profits tax of the 
type now pending before the Congress. 


As to the third argument for abandon- 
ing a strictly cost basis for rate making— 


fairness to investors—the Columbia 
teacher contends that no class of people 
is entitled to any special protection from 
the impact of inflation. He thinks this 
argument applies with equal force against 
escalator clauses (to offset cost of living 
increases) in union wage contracts. He 
sees no more equity in trying to apply 
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somewhat parallel escalator provisions to 
public utility rate control. 


y way of rough analogy, he referred 
to the recent cold reception given to 
Professor Sumner Slichter’s idea that U. 
S. Treasury bonds should be payable, at 
maturity, in terms of purchase power dol- 
lars rather than any fixed number of 
dollars. 
In his conclusion, Professor Bon- 
bright ventured the following suggestion : 


There remains the “practical” con- 
sideration of financial necessity—the 
question whether utility companies, 
which will be called upon to do heavy 
financing during the next several years, 
can secure adequate supplies of com- 
mon stock capital unless they can give 
investors at least a reasonable prospect 
of money dividends that will keep pace 
with further increases in the costs of 
living. This is not an easy question to 
answer at the present time. But aside 
from the very serious difficulties in 
which commissions would find them- 
selves if they should attempt to main- 
tain purchasing power parity in their 
allowed rates of return—difficulties 
greatly enhanced by the Federal ex- 
cess-profits tax—we have no convinc- 
ing evidence that inflation-hedge char- 
acteristics are required in order to 
make attractive the purchase of utility 
equities. 


ROFESSOR Bonbright does not deny 

that fears of further inflation may 
have a bearish effect on the market for 
utility stocks. He concedes that regula- 
tory commissions might have to make a 
more liberal return allowance than would 
otherwise be necessary if such adverse 
effect materialized. He does not consider 
this an inflation hedge, but rather a com- 
pensation to utility stockholders for the 
absence of an inflation hedge in their 
holdings. To a sophisticated readership 
of economists, this distinction is doubt- 
less crystal clear. But to those who must 
labor in the practical field of all sorts of 
corporate finance, the alternative would 
seem to add up to a corrective aimed at 
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“THAT WAS SO CONSIDERATE OF HIM, TELLING ME TO PUT MY 
PACKAGE THERE!” 


the same objective—or, in plainer lan- 
guage, a distinction without difference. 
Granted, the investor is willing to en- 
joy the security of cost-regulated earn- 
ings during fairly long periods of relative 
price stability. But when severe infla- 
tionary storms arise, he wants a financial 
life preserver. He will not have his dol- 
lars irretrievably trapped—no matter 
how the regulationalists may lecture him. 
It is not a question of doing the investor 
equity, or what he may be entitled to as 
compared with other classes. It is the 
blunt alternative of the investor taking 
his dollars elsewhere. Refusal to concede 
that much of an escape could even be the 
basis for public acquisition by default, 
under extremely volatile inflationary con- 
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ditions, such as confronted the French 
railroads in World War I. 

In any event, the basic problem would 
seem to stem from the long-range his- 
torical deterioration of the purchasing 
power of the dollar (pound, franc, or 
whatnot)—a problem which, like the 
poor, we seem to have always with us, 
cost accounting and monetary controls 
notwithstanding. If we find that utility 
securities have to be shored up, period- 
ically, through an adjustment in the earn- 
ing rate, to offset an economic handicap 
imposed by the use of a rigid cost base, 
why not face up to the fact that the strict 
cost regulation is a reasonably good fair 
weather formula, and let it go at that? 

—F, X. W. 
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WHAT OTHERS THINK 


Wild-life Opposition to Present Water Planning 


HE National Wildlife Federation re- 

cently had its say in the natural re- 
sources “great debate,” which continues 
to rage over such topics as valley authori- 
ties, water policy, and continued hydro 
developments. Speaking before the fed- 
eration’s convention in Milwaukee, Rob- 
ert H. Miller of Spokane described the 
Pacific Northwest as “the last outpost 
country where it is not yet too late to 
save our resources” against exploitation 
by reclamation proponents. 

“Nevertheless,” said Miller, the direc- 
tor of the Oregon-Washington-Alaskan 
section of the federation, “we see the 
same old mistakes being made, the same 
exploitations taking place, the same lack 
of interest which so corrupted the wild 
life and basic resources of the older East, 
South, and Midwest. 

“In the absence of any really sound 
policy of water use in America, many 
leaks in conservation remain unplugged, 
and lacking that policy we ourselves are 
sometimes undecided as to whether we 
should attack any particular piece of pro- 
posed ‘dam foolishness,’ ” Miller told the 
federation. He stated further: 


The great race to bury the North- 
west in concrete continues. Three 
dams were recently authorized or 
started by different agencies on the 
same river only short distances apart. 

One of the crisis spots of American 
conservation is the Cowlitz river in 
southwest Washington where ill-be- 
gotten plans for dams are causing a 
furor in the entire Northwest. 


“However,” he said, “Oregon appears 
for the moment at least to have stopped 
the threat to the Rogue river, as Wash- 
ington is attempting to stop finally the 
threat to the Cowlitz.” 

The federation also was told that hy- 
droelectric plants soon would be out- 
moded by the use of atomic energy. 

Carl D. Shoemaker, the federation’s 
conservation director, declared that “‘it is 
becoming evident that there may be a 
false reason for this hurry to build dams 
for hydroelectric power. 

“They tell us that if atomic energy is 
not just around the corner, certainly it is 
just on the other side of the block,” said 
Shoemaker. 





Utility Bullish on Florida Future 


C= in Florida’s future is ex- 
pressed by the Florida Power & 
Light Company, Miami, in its 1950 pam- 
phlet report. The company, which has 
grown with the state, had 349,000 elec- 
tric customers at the end of 1950 com- 
pared with 314,000 a year earlier, a gain 
of 11 per cent, and more than one and 
a = times the number of customers in 
1945. 

Sales during the year were 1,387,181,- 
000 kilowatt hours, an increase of 15 per 
cent over 1949 and nearly double the 
revenue of five years ago. Earnings of 
$6,057,054 were $748,000 over 1949, 
equivalent to $2.43 per common share 
compared with $2.17 the previous year. 
A dividend of $1.25 a share was de- 
clared for 1950 against $1.20 in 1949. 
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Construction expenditures in 1950 
were $18,160,579, leaving $19,000,000 
for work to be done in 1951 out of the 
original postwar expansion program, for 
which $108,000,000 was provided. Last 
year the full 80,000-kilowatt capacity of 
the Cutler plant became available for use, 
and a 24,000-kilowatt addition to the 
Sarasota plant was put in operation. 
These additions brought the gross capa- 
bility at the end of 1950 to 450,000 kilo- 
watts. During the current year the 35,- 
000 kilowatts of the new Palatka plant 
will be put into service. This with other 
improvements being made in existing 
plants will bring up the total capacity at 
the end of 1951 to 500,000 kilowatts. 
Two additional 75,000-kilowatt units are 
in progress. One at Cutler will be com- 
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pleted in 1952 and the other, not yet 
started, will be built at an unchosen loca- 
tion and will be completed in 1953, These 
additions will lift total capacity to 650,- 
000 kilowatts. 


| resere factors, of which population 
growth is one of the most important, 
have contributed to the company’s post- 
war gains. Rural customers gained 18 
per cent during the past year compared 
with 9 per cent for urban customers. 
Since VJ-Day there has been consider- 
able industrial expansion. The Miami 
area alone has more than 1,000 manufac- 
turing plants, mostly small, whereas in 
1940 it had only about 100. The growth 
of summer tourist business has aided the 
company’s revenues during what had 
been its dullest period. “In 1950,” says 
the report, “the company’s summer busi- 
ness continued to grow more rapidly 
than its winter business, and a similar 
trend was measurable in business in 
general throughout the state.” 


An astounding growth in retail sales 
of household electrical appliances has 
also been a factor in increased power re- 
quirements. Though the company does 
not sell appliances, it works closely with 
wholesale and retail merchants and is 
able to report the following gains in re- 
tail sales in 1950 over 1949: television 
sets, 668 per cent ; electric water heaters, 
161 per cent; clothes dryers, 151 per 
cent; automatic washers, 105 per cent; 
electric ranges, 91 per cent; electric re- 
frigerators, 53 per cent; room air con- 
ditioners, 44 per cent; attic fans, 36 per 
cent. 

“The rearmament program has not yet 
asked Florida to shift gears,” said Mc- 
Gregor Smith, president, in a foreword 
of the report. “But Florida is prepared 
to serve the nation again. Its vast re- 
sources for providing food and other 
vital supplies and its natural facilities for 
military training and operational bases 


recall C. E. WRIGHT 





More on Water Policy 


a= of impartial analysis, acting 
as a “special master” for the legis- 
lative and executive branches of the gov- 
ernment in matters of broad water policy, 
is urged by D. J. Guy, manager, natural 
resources department of the Chamber of 
Commerce of the United States which 
appears in the current issue of Natural 
Resources Notes. Guy’s recommenda- 
tions echo those of the present Water 
Resources Policy Commission which, in 
turn, he points out, have their roots in 
the recommendations of the Hoover 
Commission. 

He notes that the idea of such an 
agency did not originate with the Water 
Resources Policy Commission. It was 
advanced throughout all the reporting 
stages of the natural resources task force 
of the Hoover Commission on govern- 
ment reorganization, and it appears in 
the Hoover Commission’s recommenda- 
tions. In the Hoover Commission task 
force report on water resources proj- 
ects, it is stated that “a thorough review 


MAY 10, 1951 


of plans, economic justification, etc., 
should be made by a source not con- 
nected with the Bureau of Reclamation 
or the Corps of Engineers.” These two 
agencies have planned projects with an 
aggregate investment in excess of $40 
billion. He continues: 


Who should make such a review? 
The task force report records the fol- 
lowing suggestions: Federal Power 
Commission, Bureau of the Budget, 
General Accounting Office, a com- 
bined investigative staff from the 
House of Representatives and the 
Senate, a Water Resources Board. 

The task force on natural resources 
of the Hoover Commission said that 
the consolidation of agencies it recom- 
mended, in order to be fully effective, 
“will have to be supplemented by 
provision for special review and co- 
Ordination.” 


He then refers specifically to the com- 
mission’s Recommendation No. 1: 
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Recommendation No. 1 of the 
Hoover Commission on the “Depart- 
ment of the Interior” begins with: 
“We therefore recommend the crea- 
tion of a board of impartial analysis 
for engineering and architectural proj- 
ects .. .” And in the concluding report 
of the Hoover Commission is recom- 
mended the “creation of a board of 
impartial analysis to review the major 
public works construction projects of 
the government.” 


Guy observes that most of the Federal 
agencies dealing with water resources 
have long operated under a system of 
regions, or districts, or divisions. For 
example, the Corps of Engineers has 11 
districts and in its head office in Wash- 
ington it maintains a “Rivers and Har- 
bors Board,” which is a board of review 
for projects and operations in all sections 
of the country. Review and codrdina- 
tion at the top is a well-established prac- 
tice. He states that the difficulty with 
the present practice is that each water 
use is still reviewed in a separate com- 
partment despite long recognition of the 
need for unified review. 


The natural resources expert says that 
the President’s Water Resources Policy 
Commission took a practical look at the 
problem, then, presumably, said to itself, 
“if we can’t crack the bureaucrat heads 
together in Washington, possibly we can 
get codrdination in the river basins.” He 
continues that it is in the basins them- 
selves that the need for codrdinated plan- 
ning is appreciated and accepted. But 
coordination of water resources planning 
in the basin areas would be folly indeed 
if the ultimate end was reseparation and 
disintegration into the various bureaus 
at the Washington level. If unified basin 
planning is to work at all, according to 
Guy, then the appraisal and the correla- 
tion of the various unified basin pro- 
grams into a national whole requires re- 
view, not by the several bureaus but by 
an impartial jury or board composed— 
as the President’s commission says—“of 
members with broad understanding of 
the economic and social, as well as the 
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technical, aspects of regional develop- 
ment.” 

Guy then turns to another reason for 
review of water resources development 
plans by men of broad perspective and 
understanding. He emphasizes that 
“water” is a bigger subject than any Fed- 
eral bureau, or any state or local govern- 
ment for that matter. Consumptive uses 
of water, potable water, and water for 
industry have no substitutes. They have 
a prior claim on water supply. Flood 
control and pollution abatement are 
not consumptive uses. He goes on: 


There is conflict, however, with 
reclamation, navigation, hydro power, 
and recreation. These last mentioned 
uses all have one common characteris- 
tic. They are not indispensable. There 
are substitutes. However economi- 
cally sound reclamation may be, the 
total dollar value of crops from Fed- 
eral reclamation is only 3 per cent of 
the dollar value of all farm crops. 
However “cheap” Federal hydro 
power may be, it represents less than 


2 per cent of the nation’s annual con- 
sumption of energy, when coal, oil, 
and natural gas are also considered 
among the sources of energy. 


As to the navigational benefits, he 
states : 


However beneficial navigation of 
our inland waterways may be, the to- 
tal ton miles of freight hauled on our 
rivers is only 4 per cent of the ton 
miles hauled by all transportation 
methods, including railroads, air- 
planes, and trucks. Even recreation 
on artificial lakes created by our Fed- 
eral dam-building program fades into 
insignificance when compared with 
recreation on natural lakes and 
streams, in the uplands, in the national 
parks and forests throughout the 
countryside. 


He concludes that water is self-renew- 
ing, but not renewable by human efforts. 
“Water is the ‘Pilgrim,’ the sojourner, 
among natural resources, and benefits 
must be captured ‘on the wing’ as it 
were.” 
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The March of 
Events 


In General 


House Shelves Arizona Project 


Ta Central Arizona project bill was 
sidetracked recently by the House 
Interior and Insular Affairs Committee, 
but Arizona refused to give up the fight 
to get congressional authorization for the 
$788,000,000 development of Phoenix 
Plateau farm lands, 

The hotly debated legislation approv- 
ing the Reclamation Bureau plans for 
a pump lift and canals to take 1,200,000 
acre-feet of water annually from behind 
Parker dam was pigeonholed by a 16-to-8 
vote of the House committee. 

The bills, sponsored by all four Demo- 
cratic members of Congress from Ari- 
zona, will not receive further House con- 
sideration until the California-~Arizona 
water dispute has been settled by a 
Supreme Court ruling or an interstate 
agreement. 

Despite the House committee’s action, 
Senate Democratic Leader McFarland 
of Arizona announced he intends to “go 
forward” with the fight for CAP. Mc- 
Farland indicated he would press for a 
vote on the bill which he and Senator 
Hayden are sponsoring. 


House Group Votes Line Funds 


HE House Appropriations Commit- 
tee last month approved $3,300,000 


for the Buggs Island-Langley Field 
power line in Virginia. It has turned 
thumbs down, however, on a proposed 
line from Suffolk, Virginia, to Gatesville, 
North Carolina, and all of 15 proposed 
lines for the Savannah river basin. 

The committee approved no money 
spending by the Southeastern Power 
Administration in the Savannah river 
basin. 

In its report on the Interior Depart- 
ment Appropriations Bill, the committee 
said the rejection of the Savannah basin 
lines “is not to be construed as denial of 
the right of preferred customers to the 
power and energy” to be generated in 
that basin. 

The committee cut $600,000 from the 
$4,000,000 requested by Southeastern 
Power Administration for lines to carry 
power from its hydroelectric plants. 

The line from Buggs Island dam to 
Langley Field has been opposed by the 
Virginia Electric & Power Company and 
by Virginia members of Congress. The 
company contends it has or will have 
all needed facilities to supply the large 
power demands at Langley Field. The 
committee said all facilities listed by the 
Southeastern Power Administration for 
the Roanoke basin were approved except 
the Suffolk-Gatesville line. 


California 


Utility District Bill Sent to 
Senate 


tery ns debate took place recently 
in the state assembly on a bill 
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which would restrict the powers of public 
utility districts. However, the measure 
was passed by a vote of 46 to 16 and 
sent to the senate. 

Opposition to the bill was led by 
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Assemblyman John E. Moss, Jr., of 
Sacramento county. 

Moss pointed out the legislation would 
prevent a public utility district from be- 
ing formed for two purposes and would 
stop districts already established from 
providing new services unless approved 
by a vote of the people. 

The assemblyman called attention to 
the fact that the bill was entirely re- 
written in the assembly public utilities 
and corporations committee and there 
was no advance notice to give anyone 
a chance to protest. Moss was told the 
bill would not affect the Sacramento 
Municipal Utility District, but Moss re- 
plied it sets a bad precedent which might 
extend to the local district. 


City Supports Legislation 


Te city council of San Diego re- 
cently joined the list of supporters 


of legislation which would give the state 
public utilities commission authority to 
regulate contractual relationships be- 
tween a utility and a parent or subsidiary 
company. 

The legislation, sponsored by Sacra- 
mento county Assemblyman John E., 
Moss, Jr., and Assemblyman William 
Rosenthal of Los Angeles county, was de- 
signed to prevent the American Tele- 
phone and Telegraph Company from 
siphoning profits from the operations of 
the Pacific Telephone & Telegraph Com- 
pany in California, according to press 
reports. 

The Moss and Rosenthal measures 
were set for hearing before the assembly 
public utilities and corporations commit- 
tee on April 30th. 

San Diego was said to be one of many 
cities which have adopted resolutions in 
support of the legislation. 


Georgia 


Company Ordered to Report 
HE state public service commission 
last month ordered the Atlanta 

Transit Company to make a compre- 
hensive report by November 15th on 
operations under recently boosted fares. 

The report is to cover the first six 

months of operations under new rates. 
The directive was included in a formal 
order on the new rates published last 
month. 


Commissioners specifically ordered 
that “Atlanta Transit Company shall 
improve transportation service on the 
Atlanta transit system,” but did not 
single out any particular line that should 
be improved. 

A spokesman for the company said it 
would “make every effort humanly pos- 
sible to provide Atlanta and adjoining 
communities with the finest service 
possible.” 


Massachusetts 


Senate Kills MTA Bill 


HE state senate last month killed a 

bill to prohibit the Metropolitan 
Transit Authority of Boston from taking 
over property or franchises of other 
transportation systems without legisla- 
tive sanction. 

The senate had previously approved 
the measure, but the action was recon- 
sidered by a 17-to-15 vote over objections 
from legislators outside the MTA dis- 
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trict who expressed alarm that the system 
would be expanded to their areas. 

“We are living in constant fear of ex- 
tension of the MTA,” declared Senator 
Charles W. Hedges, Republican of 
Quincy. “We want no part of it or its 
mounting deficit.” 

Senator Leslie B. Cutler, Republican 
of Needham, said some 15 small bus lines 
coming into Boston could be taken over 
by “this octopus of the MTA.” 

Democratic Floor Leader John E. 
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Powers of South Boston explained the 
MTA cannot go beyond the 14 cities and 
towns in the present district without a 
plebiscite and approval by the state de- 
partment of public utilities and the legis- 
lature. 


Governor’s Proposal Assailed 


repens Paul A. Dever’s proposal 
to make Massachusetts public utili- 
ties pay the costs of state regulation was 
bitterly assailed by spokesmen for public 
utilities at a hearing conducted by the 
state legislative committee on taxation 
last month. 

Thomas M. Joyce of the Massa- 
chusetts Gas and Electric Association 
pointed out that the utilities are the high- 
est taxed industry in the state, with 13 
to 21 per cent of their gross revenues 
returned to the state and its municipali- 
ties in taxes. 

“The group who press for increased 
taxes on utilities,” he asserted, “are the 
same ones who screech to high heavens 
when the utilities are forced to raise their 
rates when taxes are upped, 


“Tf this is a sales tax, let’s call it that. 
If this is an advocacy of public power, 
let’s call it that. But if the department 
of public utilities is set up for public con- 
venience, let the public pay for its opera- 
tion, not those whom it supervises.” 

Among others speaking against the 
measure, which would impose a tax of 
one-tenth of 1 per cent on the revenues 
of all regulated utilities, were Vincent 
Farnsworth of the Boston Consolidated 
Gas Company; Ralph H. Hill of the 
Boston & Maine Railroad; and Herbert 
J. Darcy of Western Union. 

Speaking for the proposal, State Com- 
missioner of Administration and Finance 
Thomas H. Buckley estimated the tax 
would bring in the $360,000 needed to 
put the state department of public utili- 
ties into the black and make it self- 
sustaining. 

State Tax Commissioner Henry F. 
Long urged that the rate of the proposed 
tax be boosted to one-half per cent. 

State Public Utilities Commissioner 
Edward N. Gadsby said he favored any 
proposal which would get his agency out 
of the red. 


Michigan 


Municipal Power Expansion 
Planned 


| pues for a $20,000,000 expansion of 
Lansing’s municipal power system 
were revealed recently when the utility 
board asked the city council for permis- 
sion to submit a $5,000,000 bond issue for 
vote next fall. 

News of the gigantic program was 
given to aldermen at a closed meeting 
with the board of water and electric light 
commissioners. It came as the city coun- 
cil was pressing the board for payment 
of an overdue debt of $1,800,000 which 
had been promised by the commissioners 
back in 1946. 

Commissioner Fred Wohlert, Jr., 
speaking in behalf of the utility board, 
pointed out that the present plans for 
improvement of the city-owned power 
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system would be a projected expansion 
covering the next five years. He said 
the increasing demand for electricity, 
which was now hitting a peak of 90,000 
kilowatts, would rise to about 105,000 
kilowatts by the end of the year. 

The commissioners informed the coun- 
cilmen they had made allowances in their 
annual budget, providing they get the 
$5,000,000 bond issue approved, whereby 
they could pay the city the debt it still 
owes. 

It was explained that the board needs 
at least $20,000,000 in the next five years 
to do work which could no longer be 
delayed. 

Increased usage of power by local in- 
dustry, and the addition of another Gen- 
eral Motors manufacturing plant on the 
west side, plus a general rise in use of 
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power by commercial and home users, 
necessitate increasing production power, 
it was explained. 


If the councilmen approve the bond 
issue, it would be voted on at the Novem- 
ber election. 


Missouri 


CIO Rejects Plan on No-strike 
Law 


rT Davis, executive secretary of 
the state CIO Industrial Union Coun- 
cil, last month bluntly rejected a sugges- 
tion that labor and public utility manage- 
ment work out an agreement on new 
legislation to replace the King-Thompson 
public utility no-strike law. 

State Senator Kinney of St. Louis had 
proposed in a statement that the two 
groups get together with legislative lead- 
ers of both parties in an effort to prepare 


an acceptable bill to protect the public 
against the disruption of essential utility 
services as an outgrowth of a labor 
dispute. 

“We will not try to work out such an 
agreement because nothing could be 
accomplished,” Davis declared. “Any 
similar law that might be proposed would 
not be constitutional or effective.” 

The CIO leader said labor had 
attempted to reach an agreement with 
legislators and management at the last 
two sessions and had been “double- 
crossed” both times. 


New Hampshire 


Recommends Rate Increase 


$400,604 increase in rates was rec- 
ommended recently by the special 
counsel hired by the state to represent 
New Hampshire electric consumers be- 
fore the state public service commission. 
Higher taxes and wages that have fol- 
lowed the outbreak of war in Korea, 
Special Counsel H. Thornton Lorimer 
said, forced him into the position of rec- 
ommending that the Public Service 
Company of New Hampshire be given 
an increase in rates. 
Otherwise, Lorimer continued, he 


would have felt justified in arguing that 
the electric utility be held to its current 
rate schedule. 

Lorimer made his observations as he 
filed his brief, winding up the state’s 
phase of the more than year-old power 
case, with the state commission, What 
increase, if any, the company will be 
granted, is up to the commission. 

Lorimer’s estimate that a rate increase 
of $400,604 will give the utility a fair 
rate of return on its investment was said 
to be in sharp variance with the position 
taken by the company. 


ut 
Oklahoma 


Underground Gas Storage Voted 


Y a vote of 31 to 5, the state senate 
last month passed a bill granting the 
right of eminent domain to natural gas 
public utilities seeking property for un- 
derground storage of natural gas. 

It was a complete reversal of the posi- 
tion two years ago when the senate killed 
a similar bill. The measure was sent to 
the house for its consideration. 
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The measure asserted public interest 
and welfare are promoted by under- 
ground storage of natural gas which aids 
in conservation and permits building of 
reserves for orderly withdrawal during 
peak demand. It sets up the procedure 
for a natural gas public utility to con- 
demn for its use the underground stor- 
age in any subsurface stratum or forma- 
tion which the corporation commission 
finds suitable and in the public interest. 
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The gas company must obtain permis- 
sion from the corporation commission be- 
fore going into district court to condemn 
the underground formation for the 
storage. 


Lower Court Overruled 


CreeK County District Court 
order requiring Oklahoma Natural 
Gas Company to provide gas services 
“without discrimination” to five state 
glass companies was overruled by the 
state supreme court last month, The de- 


> 


cision was handed down shortly after 
a state corporation commission hearing 
on a contempt citation against the gas 
company was continued until May 22nd. 

Justice Earl Welch, author of the 
opinion, held that Kenneth Hughes, 
Creek county district judge, was acting 
outside his jurisdiction last September 
when he granted a mandamus writ to 
five state glass firms when they brought 
suit to secure gas service “suitable to 
their needs and without discrimination.” 
Welch ordered the case returned to the 
district court for dismissal. 


Pennsylvania 


To Extend One-man Operations 


NE-MAN operations will be extended 

on certain Philadelphia Transporta- 

tion Company lines, the company said 

last month, to offset a yearly wage in- 

crease of $1,100,000 expected next June 

under cost-of-living escalator clauses in 
its labor contracts. 


a 
Rhode 


Gas Bill Introduced 


ROPOSED legislation to give the Rhode 

Island state public utility administra- 
tor the exclusive right to regulate and 
control all natural gas lines which are laid 
in the state was introduced in the state 
legislature recently by State Representa- 
tive McGann (Newport Democrat). 

McGann said he was concerned be- 


* 


Other costs increased $1,122,462 in the 
first three months of this year, the com- 
pany reported, but operating revenues 
jumped $1,428,399 over the same period 
of 1950—a boost which the company flat- 
ly credited to the new higher fares, 

Spokesmen said extended one-man 
trolley operation would become effective 
with the start of summer schedules. 


Island 


cause the natural gas lines operate under 
much higher pressure than those for arti- 
ficial gas and in addition, he said, natural 
gas cannot be easily detected by its odor, 
thus making it more dangerous. He said 
several explosions in natural gas lines 
have occurred in Pennsylvania. 

Under terms of the bill the full cost 
of the regulation would be borne by the 
gas company or companies involved. 


Wisconsin 


Transit Deadline Extended 


| pm Judge Robert E. Tehan re- 
cently extended to June 4th the dead- 
line for filing a trustee’s plan of reor- 
ganization for the Milwaukee rapid 
transit line. April 16th was to have been 
the deadline. 

Attorney for the trustee asked for the 
extension because of a pending amend- 
ment to the metropolitan transit author- 
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ity act in the state legislature, and because 
of a pending public service commission 
ruling on whether the commission may 
order the Transport Company to take 
over the rapid transit line. 

An assistant city attorney said the line 
could operate profitably if given a chance 
by the court. Operating statements indi- 
cate the line is losing $5,000 to $7,000 
a month. 
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Progress of Regulation 


Rate Base Instead of Capitalization Method 
Used in Increasing Rates 


HE Potomac Electric Power Com- 

pany was granted a rate increase by 
the public utilities commission of the Dis- 
trict of Columbia. A 54 per cent rate of 
return was considered fair and reason- 
able for application to a weighted rate 
base. This was considered sufficient to 
maintain the company in a sound finan- 
cial position and to enable it to attract 
capital as needed in the rendition of effi- 
cient and economical service. A lower 
return would, in the commission’s opin- 
ion, jeopardize the ability of the company 
to issue securities on favorable terms and 
would, therefore, be contrary to the pub- 
lic interest. 

The commission relied upon the con- 
ventional method of relating a fair rate 
of return to a depreciated original cost 
rate base. The company had based its 
petition on dollar needs rather than re- 
turn on rate base. The commission said 
that it could not accept the company’s 
concept that today’s earnings should be 
sufficient to provide a reasonable return 
on capital to be invested tomorrow. 

A weighted rate base rather than an 
unweighted (year-end) base was used. 
The commission pointed out that the pur- 
pose of a rate base was to measure the 
return earned or needed on an annual 
basis. During periods of substantial 
growth in investment the use of an un- 
weighted base substantially understates 
the rate of return earned or to be earned. 

There is a reasonable relationship be- 
tween growth in investment and growth 
in income. If an unweighted rate base 
were used, a true relationship could be 
determined only by adjusting income to 
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reflect the going level at the year end. 
The commission believed the weighting 
process was more realistic. 

The commission was aware of the 
changed economic conditions since the 
testimony had been presented in this case. 
No effect was given in any of the calcu- 
lations to a recent wage increase granted 
to the company’s employees or to in- 
creased coal costs not recoverable through 
the operation of a fuel clause. The com- 
mission pointed out, however, that the 
price freeze announced recently by the 
Federal government and the limitation 
on use of vital materials might well result 
in the curtailment of the construction pro- 
gram forecast by the company and ac- 
cepted for the purpose of estimating the 
rate base. 

The company proposed to transfer a 
large single group of master-metered 
residential apartment customers from the 
existing commercial category to that of 
residential at a lower rate. The commis- 
sion said that in the absence of a clear 
showing of unfairness in existing rates, 
it was not in accord with a reduction 
to any particular class of consumers at 
a time when the need for a substantial 
increase in revenue has been demon- 
strated. It believed that the broad classi- 
fication of commercial should not be dis- 
rupted by making other schedules avail- 
able to any selected group. The increase 
in rates should be equitably distributed 
among customer classes and among cus- 
tomers within each class, to the end that 
decreases in rates to any customer group 
should be avoided, the commission held. 

The company serves not only the Dis- 
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trict of Columbia but also two adjoining 
states. The commission said that the fact 
that its authority to fix rates is limited to 
the District of Columbia does not mean 
that it must blind itself to the operations 
of the company as a whole in appraising 
revenue needs. It observed that the opera- 
tion of the company facilities on an inte- 
grated basis is more economical than 
furnishing this service to each jurisdic- 
tion by separate generating, transmis- 
sion, and distribution facilities. It believed 
that effective and equitable regulation 
requires consideration of system opera- 


e 


tions. To depart from this proved 
practical method and to rely entirely upon 
a jurisdictional cost study with all of its 
necessary assumptions and inherent un- 
certainties as to the accuracy would, in 
the commission’s opinion, be a backward 
step in the regulatory process. It would 
result in needless delay and expense with- 
out providing any assurance that the over- 
all results obtained would be equitable to 
the company or the consumers as a whole. 
Re Potomac Electric Power Co. (PUC 
No. 3502, Formal Case No. 402, Order 
No. 3762). 


Higher Costs Alone Do Not Justify Higher Rate 


nN application by a truck owners’ asso- 
ciation for a rate increase was dis- 
missed by the Massachusetts Department 
of Public Utilities because of the insuffi- 
ciency of the proof offered in support of 
the application. The proof was limited to 
testimony that costs had materially in- 
creased since existing rates were estab- 
lished. 

This testimony did not provide the de- 
partment with an adequate basis for or- 


dering an increase inasmuch as cost of 
service is only one of the factors consid- 
ered in a rate proceeding. In order to 
carry the burden of proof as to the need 
for a rate increase, motor carriers should 
offer evidence that under honest, eco- 
nomical, and efficient management they 
need additional revenues to enable them 
to continue rendering adequate service to 
the public. Re Dump Truck Owners’ 
Asso., Inc. (DPU 9256). 


e 


Municipal Incorporation Does Not Change Franchise 
Rights in Rural Area 


"eae Missouri commission dismissed 
an application by an electric com- 
pany for approval of operating rights 
granted by several municipalities which 
had become incorporated subsequent to 
the grant of franchise rights by county 
authorities in the area. Commission ap- 
proval of the rights was held to be un- 
necessary since certificates of convenience 
and necessity authorizing operation un- 
der the county franchises had been 
granted and operations in the territory 
had begun prior to the creation of the 
municipalities. 

Electric corporations derive their au- 
thority to serve an area from commission 
certificates of convenience and necessity. 
Proof of the granting of municipal con- 
sent is required in order to obtain such 
a certificate. At all the times involved in 
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this proceeding, county courts were au- 
thorized to grant franchises for the con- 
struction and maintenance of electric fa- 
cilities on, under, and across the public 
roads and highways of the county, and 
the cities, towns, and villages of the coun- 
ty were authorized to grant franchises of 
like import. 

But in the cases under consideration 
the territory covered by the county fran- 
chises had been subsequently enveloped 
in the boundaries of newly created and 
incorporated cities, towns, or villages. 
Contractual rights growing out of the 
county franchises, and the operations 
thereunder, said the commission, had at- 
tached prior to municipal incorporation. 

A municipality, according to the com- 
mission, cannot deprive a company of 
rights granted under a franchise or im- 
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pair the obligation of its contract. Such 
contractual rights are protected by both 
Federal and state Constitutions. This 
does not mean, the commission went on 
to say, that a municipality may not exer- 
cise its police power to impose reasonable 
regulation. 

The commission referred to its earlier 
decision in Re Ozark Utilities Co. (1944) 
55 PUR NS 360, where it held that after 
the grant of a certificate of unlimited 
duration, supported by local consent, it 
was unnecessary at or near the time of 
the expiration of such local franchise for 
the holder to submit a renewal or any new 
franchise to the commission for approval. 
The commission also held in that case 
that it was not its province to approve or 


disapprove a local municipal franchise. 
The commission adhered to those earlier 
rulings. 

When rural areas are being served by 
a public utility under a certificate of con- 
venience and necessity based upon a 
franchise, the commission continued, it 
has regarded it to be the right of the 
utility to continue to serve in all portions 
of such rural area which thereafter may 
be annexed to a municipality, notwith- 
standing another utility may hold a pre- 
viously granted certificate to serve with- 
in the pre-existing corporate limits of the 
municipality. Denial of such continuing 
right, it was said, would certainly impair 
an existing contract. Re Union Electric 
Co. of Missouri (Case No. 12,080). 


7 


Modification of Electric Rate Contract Denied 


HE Massachusetts Department of 

Public Utilities dismissed a petition 
for an investigation of the reasonableness 
of electric rates charged for service to 
four paper mills under an expired con- 
tract and a superseding contract still in 
existence. It held that it no longer had 
jurisdiction over rates which had been 
charged under the expired contract. The 
petition was dismissed on the merits in 
so far as it related to the existing con- 
tract. 

The rates charged under the present 
contract were lower than rates to other 
industrial customers in the area but were 
higher than rates charged to industrial 
customers in another area. The latter 
area, however, was some miles away and 
had different characteristics of location, 
density of population, and load factor. 

The existing contract had been entered 
into after extended negotiations. The 
customer had the benefit of skilled pro- 
fessional engineering assistance. Such a 
special contract between a utility and one 
of its customers was said to be valid and 
enforceable while still extant. It is, how- 
ever, subject to the police power of the 
state, which may, through its proper tri- 
bunal, set aside the contract rate and 
specify the proper rate to be charged. 

Such action would not be violative of 
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the constitutional prohibition against in- 
terference with contract rights. However, 
this power should be exercised only on 
the ground that the welfare of the general 
public demands it. The fact that the terms 
of the contract bear heavily on one party 
or the other is not sufficient to warrant 
this interference unless it can be shown 
that the general public welfare is in- 
volved. 

The department did not believe that 
modification of the contract was required 
by general public welfare. It said that the 
general public becomes interested only 
when revenues of the operating utility are 
so adversely affected by the special rates 
that the ability of the company to furnish 
adequate service to other customers is 
affected. Public welfare is also affected 
when service is being furnished under a 
special contract at less than cost, result- 
ing in an inequitable distribution of the 
burden of production costs. There was 
no evidence of either of these conditions. 
Even if there were, the department said, 
a further decrease in the contract rate 
would only aggravate the situation, 

A rule of thumb employed by the de- 
partment in analyzing utility operating 
results, in order to decide whether an in- 
vestigation should be made into the pro- 
priety of rates, is the return on invested 
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capital and net utility operating property. 
The department concluded that the com- 
pany’s operating results did not indicate 
that the rates charged were so unjust, un- 
fair, or unreasonable as to warrant a gen- 
eral investigation. 

The department said that if there had 
been unreasonable discrimination as the 
result of the expired contract, it no longer 
existed. The remedy in such a case was 
held to be judicial rather than legislative. 
The department pointed out that it has 
consistently refused to hear claims for 
reparation unless it has been specifically 


empowered to do so by the applicable 
statutes. 

The department believed that it would 
be improper to make findings which 
would not be binding upon the judicial 
fact-finding body, since the only purpose 
that might be served by such findings 
would be advisory or monitory in char- 
acter, 

It refused to make findings in a 
case in which it could grant no relief. 
Furthermore, it held that the statutes did 
not support such action. Re Smith Paper, 
Inc. (DPU 8360). 


e 


Rail-owned Motor Carrier Ordered to Operate Auxiliary to and 
Supplemental of Rail Service 


Fy ory motor carrier is sub- 
ject to the power of the Interstate 
Commerce Commission to require that 
its operations be restricted and modified 
to those auxiliary to, and supplemental 
of, train service where its certificate re- 
serves that power to the commission, said 
the United States Supreme Court. 

After granting a certificate to the Rock 
Island Motor Transit Company, a sub- 
sidiary of the Chicago, Rock Island & 
Pacific Railroad Company, for the ac- 
quisition of operating rights of White 
Line carrier, and approving the acquisi- 
tion of Frederickson, another carrier, the 
commission reopened the dockets to de- 
termine whether it should impose con- 
ditions to insure operations that would 
be auxiliary to and supplemental of rail 
service. The certificate granted for the 
acquisition of White Lines contained 
such a reservation, while approval of the 
Frederickson purchase held no conditions 
or restrictions. The commission then im- 
posed conditions on both lines and for- 
bade operations to or from any point or 
any station on a rail line of the railroad. 

The Rock Island protested, saying that 
such action was a change or revocation 
of its operating authority without any 
failure of the company to comply with 
any term, condition, or limitation of com- 
mission authority and that changes or re- 
vocation can only be made for such 
failures. 
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The court, in affirming the commission 
decision, considered § 5 of the Interstate 
Commerce Act and the National Trans- 
portation Policy set out in the amended 
Interstate Commerce Act. In short, the 
statute holds that a railroad’s acquisition 
of a motor carrier is forbidden except to 
enable the railroad to use service by motor 
vehicle to public advantage in its opera- 
tions. Furthermore, the act should be ad- 
ministered so as to recognize and pre- 
serve the inherent advantages of rail, 
motor, and water transportation. 

In view of this, the court held that 
when competition, public interest in the 
preservation of the inherent advantages 
of rails and motors, and use of motor 
service by a railroad in operations are the 
basis for allowing acquisitions of motor 
routes by railroads, it is consonant with 
that policy to reserve the right to make 
further limitations, restrictions, or modi- 
fications to insure that service remains 
auxiliary or supplemental. But such a 
reservation does not provide unfettered 
power in the commission to change the 
certificate at will, as a suspension, change, 
or revocation is contingent on a willful 
failure to comply with the Interstate Com- 
merce Act or rules and orders of the com- 
mission. The reservation merely allows 
changes to insure that operations will 
continue as auxiliary or supplemental to 
the train service, and such a reservation 
the commission may enforce. 
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The company contended that the com- 
mission changes were those that had been 
condemned in the case of water carriers 
by United States v. Seatrain Lines (329 
US 424, 67 PUR NS 516). Without re- 
lying upon statutory differences between 
commission powers over motor and water 
carriers, the Court distinguished the cases 
by noting that in the Seatrain Case a cer- 
tificate was granted to carry commodities 
generally, and that to modify this to “in 
railroad cars only” or “except in railroad 
cars” would limit the freight authorized 
to be carried. In this instance, the certifi- 
cate required service auxiliary and sup- 
plemental to rail service, and the modifi- 
cation was not a change of policy as to 
that, but an additional requirement to 
insure coordinated service. 

The question was presented whether or 
not the commission had the power to place 
the same reservation in the Frederickson 
acquisition, where approval for purchase 
had been given with no indication of any 
reservation to the commission. The Court 
pointed out that an order approving the 
purchase has not the finality of a cer- 
tificate but is rather, only a tentative ap- 
proach to the consummation of the pur- 


chase subject to changes in conditions 
and requirements and, until a certificate 
is granted, such a condition or reserva- 
tion may be inserted. 

Finally, the company contended that 
its acquisition of the two lines was under 
grandfather rights, that the sellers were 
entitled to broader operating rights than 
are allowed the purchaser under the modi- 
fied certificate, and that the right “to sub- 
stantial parity between future operations 
and prior bona fide operations,” guar- 
anteed by statute, is infringed upon by 
limiting motor service to that auxiliary 
and supplemental to rail service. 

The Court answered by saying that a 
railroad purchaser does not necessarily 
receive all rights a certificate holder pos- 
sesses, and that because of the National 
Transportation Policy and § 5 of the In- 
terstate Commerce Act, which make a 
railroad purchase subject to conditions, 
approval may be conditioned, by the com- 
mission, on the railroad purchaser’s will- 
ingness to accept a narrower certificate 
than that possessed by the seller. United 
States et al. v. Rock Island Motor Transit 
Co. et al. ex rel. Iowa State Commerce 
Commission et al. 71 S Ct 382. 


x 4 


Electric Company Discontinues Operations in Missouri 


A electric company operating mainly 
in Kansas was authorized by the 
Missouri commission to discontinue all 
electric service in Missouri and to dis- 
mantle, remove, and dispose of its physi- 
cal property located in the state. The cus- 
tomers had submitted waivers indicating 
their acquiescence. 

Previously the company had sold its 
transmission and distribution lines in the 
state to the individual customers who 
were being served by these lines. Al- 
though the company had been derelict in 
not requesting authority to sell its lines 
to the customers, that action had not de- 
prived anyone of service. The commission 
concluded that since the customers had 
acquiesced in the discontinuance and 
since no inconvenience to the public 
would result, complete cessation of opera- 
tions in Missouri should be authorized. 


657 


The commission pointed out that the 
customers, although not deprived of 
service, had been discriminated against 
to the extent that they had been required 
to purchase and maintain the facilities to 
serve them while paying the same rate 
as those customers located in an adjoin- 
ing state who were not required to own 
and maintain their own lines, 

The company had originally extended 
lines into Missouri to some industrial 
customers located along the Kansas-Mis- 
souri state line with incidental service to 
residents in the vicinity of these indus- 
trial customers. The residential custom- 
ers were employees of the industries. 
These industries were closing down and 
moving away, resulting in the moving of 
the residents. This would leave the com- 
pany’s facilities without purpose. Re Kan- 
sas Gas & E. Co. (Case No. 12,071). 
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Auxiliary Rail Service Demanded of Rail-owned Motor Carrier 


n Interstate Commerce Commission 
A order that, in effect, barred a rail- 
owned motor carrier from issuing its own 
bills of lading or performing all-motor 
service under all-motor local rates or all- 
motor joint rates with connecting motor 
carriers, or substituting rail service for 
motor service, and prohibiting it from be- 
ing a party to such tariffs, was upheld 
by the United States Supreme Court on 
the authority of United States v. Rock 
Island Motor Transit Co. (1951) 71 S 
Ct 382. 

In that case the Court held that the In- 
terstate Commerce Commission, in view 
of the National Transportation Policy 
and § 5 of the Interstate Commerce Act, 
which authorize the acquisition of motor 
carriers by railroads to better coordinate 
service, may properly impose modifica- 
tions on operations if the modifications 
comply with and enforce the reservation 
in the certificate that service be auxiliary 
to, and supplemental of, rail service and 
would not, in effect, be a revocation or 
change in the certificate. 

The carrier contended that the com- 
mission order was without support in 
evidence because it made no finding that 
practices authorized in the certificate are 
inconsistent with public interest and un- 
duly restrain competition. The Court dis- 
missed such contention, pointing out that 
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the carrier had testified as to its opera- 
tions in a hearing to interpret its rights 
to file a tariff, and it again set out its op- 
erations in the petition for rehearing. 

Furthermore, it was said, in the present 
proceeding to determine what modifica- 
tion should be made in the carrier’s opera- 
tions, although the carrier refused to in- 
troduce evidence; an official of the com- 
pany was examined as to its operations, 
and there appeared in the record adequate 
evidence of the circumstances of the 
company’s operations. 

The Court adopted the commission’s 
ruling that the company’s contention that 
it was denied due process of law, because 
it was not informed of the nature of the 
proceeding or given enough time to pre- 
pare to meet the issues, should be dis- 
missed. 

Notice had been given that the 
hearing was for the purpose of determin- 
ing what changes, if any, should be made 
in the conditions of the carrier’s certifi- 
cate, one of which was the reservation 
that service be auxiliary to or supple- 
mental of rail service. Moreover, the car- 
rier was given the opportunity to present 
evidence. This it refused to do and also 
objected to the receipt of any evidence 
with respect to modification of the cer- 
tificate. United States v. Texas & Pa- 
cific Motor Transp. Co. 71 S Ct 422. 


Need for West-bound Service Supports East-West Certificate 


HE United States District Court af- 

firmed an order of the Interstate 
Commerce Commission awarding a cer- 
tificate to a common motor carrier of 
household goods notwithstanding the ob- 
jection that no proof of public con- 
venience had been introduced regarding 
the company’s east-bound service. The 
court ruled that, since ample evidence of 


e 


need had been introduced as to the west- 
bound operation, the commission could 
properly rule that public convenience and 
necessity existed for an east-bound opera- 
tion as a necessary incident to insuring 
soundness, stability, efficiency, and econ- 
omy of the company’s over-all service. 
Aero Mayflower Transit Co., Inc. et al. 
v. United States et al. 95 F Supp 258. 


Other Important Rulings 


HE Federal Power Commission dis- 
missed an application for approval 
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of the transfer of facilities under § 203 
of the Federal Power Act, because the 
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proposed transaction was subject to the 
requirements of the Holding Company 
Act and the Securities and Exchange 
Commission had assumed jurisdiction, 
making the transaction exempt under 
§ 318 of the Federal Power Act. Re Athol 
Gas & E. Co. et al, (Docket No. E- 
6325). 


The Wisconsin commission held that 
it is reasonable to establish a differential 
between electric rates for rural and urban 
water-heating service, since heaters in 
rural areas require greater length of line 
than in urban areas and service main- 
tenance and meter reading costs are 
greater in rural territory. Re Cross Plains 
Electric Co. (2-U-3519). 


The Massachusetts Department of 
Public Utilities dismissed a petition and 
complaint by a city council for a public 
hearing in the matter of curtailment of 
certain unprofitable bus runs and de- 
clared that the department prefers to see 
a carrier cut down its operations on poor- 
ly patronized and unprofitable lines, 
where the continued existence of public 
convenience and necessity is at least 
doubtful, rather than to be faced with 
continued applications for increased 
fares, City Council of Peabody v. East- 
ern Massachusetts Street R. Co. (DPU 
9250). 


The Wisconsin commission, in consid- 
ering the present uncertainty of the wage 
stabilization program, authorized tele- 
phone rates to produce sufficient revenues 
to enable the company to pay wages that 
it had agreed to pay, but with an alter- 
nate schedule to become effective if the 
company is prevented from increasing 
wages by the wage stabilization regula- 
tions. Re Badger State Teleph. & Teleg. 
Co. (2-U-3467). 


The Pennsylvania commission held 
that it is the accepted practice to make 
life estimates for use in estimating de- 
preciation amounts, but the use of a life 
estimate at the beginning, or at any point, 
of the life cycle of the property does not 
require a continuation of the use of that 
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life estimate regardless of the accumula- 
tion of experience which would justify or 
dictate a change in the estimate. Bur- 
gettstown v. West Penn Water Co. 
(Complaint Docket No. 14370). 


A foreign air carrier permit authoriz- 
ing transportation of persons, property, 
and mail between the Dominican Re- 
public and Miami, Florida, was granted 
by the Civil Aeronautics Board where 
such certificate appeared to be in the pub- 
lic interest and where the applicant was 
fit, willing, and able to perform the 
transportation and conform to the pro- 
visions of the Civil Aeronautics Act and 
the rules, regulations, and requirements 
of the board. Re Compania Dominicana 
de Aviacion, C. Por. A. (Docket No. 
4364). 


The supreme court of Arkansas held 
that a motor carrier, whose certificate 
authorized the transportation of pas- 
sengers only in connection with United 
States mail and who feared such con- 
tract would be lost, should be granted 
a certificate upon the condition that the 
commission restore such modification if 
competition with existing carriers, who 
provide satisfactory service, should be- 
come destructive rather than healthy, and 
upon the condition that present opera- 
tions continue as long as it retains the 
mail contract. Crown Coach Co. et al. 
v. Fort Smith, 235 SW2d 544. 


The supreme court of Florida held that 
a writ of mandamus will not lie to force 
the commission to grant a for-hire per- 
mit, under the statute requiring the com- 
mission to grant such permit as a matter 
of course or to grant or deny such permit 
after a public hearing, as mandamus will 
lie only to coerce the commission to act 
in one way or the other. State ex rel. 
Cone Bros. Contracting Co. v. King et al. 
50 So2d 175. 


The Florida commission held that the 
term “petroleum, petroleum products, 
and petroleum by-products” as used in 
certificates of public convenience and 
necessity does not include asphalt, tar, 
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and similar commodities and that hold- 
ers of such certificates are not author- 
ized to include such commodities in their 
tariff provisions. Re Tank Truck Op- 
erators (Docket No. 1702, Order No. 
1669). 


The North Dakota commission or- 
dered a railroad to establish a crossing, 
presently blocked off by locked gates, 
where the city, serving as county seat and 
trading center for a large area, is a nat- 
ural focal point for traffic; where there 
is an unusual and ever-increasing traffic 
in bulky farm equipment; where access 
to the key of the gates is highly unsatis- 
factory; and because of the possibility 
of the present underpass becoming 
blocked, because of some accident or act 
of God, at the same moment that an 
emergency occurs requiring the move- 
ment of traffic to the opposite side of the 
track. Towner v. Great Northern R. Co. 
(Case No. 4680). 


The United States District Court held 
that a motor carrier who purported to 
lease its vehicles on an outbound trip to 
transport a lessee’s property in interstate 
commerce, who collected rental on a truck 
mile basis, whose employee controlled the 
vehicle at all times, and who leased the 
vehicle to other shippers for the return 
haul was a carrier within the Interstate 
Commerce Act requiring a certificate of 
convenience and necessity. United States 
v. La Tuff Transfer Service, Inc. et al. 
95 F Supp 375. 


In authorizing a municipal water plant 
to put into effect rates which would yield 
a return of 4.4 per cent, the Wisconsin 
commission directed the utility to cease 
rendering free service to the city for 
swimming pools, skating rinks, and sewer 
flushing and to set up a flat charge for 
each additional unit served through a 
water meter in a private home. Re 
Mosinee (2-U-3481). 





Titles and Index 


Preprints in This Issue of Cases to Appear in 
PUBLIC UTILITIES REPORTS 


TITLES 


Florala Teleph. Co., 
Inter-County Teleph. ry Teleg. Co., 


Lancaster Transp. Co. v. — (W. 1) ct ee ae (Pa) 


Maine Pub. Service Co., 


Mountain States Teleph. e Teg Co., Re 


Potomac Electric Power Co., 
Public Power & Water Corp., Re 


Accounting—amortization of debt dis- 
count and expense, 155. 

Certificates of convenience and necessity 
—transportation of goods, 156 
Expenses—payments to affiliates, 129; 
payment under license contract, 129. 
Rates—Commission duty in absence of 
protest, 129; filing of schedules, 141; 
telephone rate increase contingent on 
improvements and extensions, 147. 
Return—attraction of capital, 129; elec- 


159 


tric company, 150; operating hazards as 
— 141; telephone company, 129, 
1. 

Valuation—going concern value, 129; in- 
vestment basis for rate fixing, 150; 
original cost determination, 141; rate 
base determination, 129, 150; real es- 
tate held for future use, 129. 

Water—power project license, 159; pow- 
er project on international boundary 
stream, 159. 


Public Utilities Reports (New Series) are published in five bound volumes annually, with an 
Annual Digest. These Reports contain the cases preprinted in the issues of Pustrc Uri.irizs Fort- 


NIGHTLY 
Anaual Digest $6.00. Public U 
form cases referred to in 


foregoing pages of “ 


as well as additional cases and digests of cases. The volumes are $7.50 each; the 
vilities Reports also will su i abstract 
“Progress of Regulation.” 


uently contain ia or 





MAY 10, 1951 


660 





MONTANA PUBLIC SERVICE COMMISSION 


Re Mountain States Telephone & 
Telegraph Company 


Docket No. 3802, Order No. 2218 
January 8, 1951 


PPLICATION by telephone company for authority to increase 
l \ rates; granted. 


Rates, § 39 — Commission duty — Absence of protest. 
1. The Commission’s statutory duty to fix just and reasonable public utility 
rates requires an examination of all of the facts, and this duty exists irrespec- 
tive of whether protest is made, p. 131. 

Expenses, § 87 — Payment under license contract — Telephone company. 
2. Payments made by an operating telephone company under a license con- 
tract with a parent company are allowable operating expenses where the 
company receives value for these payments, p. 133. 


Expenses, § 85 — Payments to affiliate — Supply contract — Managerial discretion. 
3. The Commission will not interfere with the decisions of a telephone com- 
pany’s management relating to the purchase of telephone equipment from an 
affiliated manufacturer where evidence indicates that purchases are to the 
advantage of the company and its patrons, p. 133. 


Valuation, § 215 — Rate base determination — Real estate held for future use. 


4. Real estate held for future use should not be included in a telephone 
company’s rate base, since it is neither used nor usable in the public service, 
although it may have been good business for the company to purchase the 
property, p. 134. 


Valuation, § 332 — Going concern value — Separate allowance. 
5. The cost of establishing a telephone business need not be treated as a 
separate item in determining value for rate-making purposes, p. 134. 


Return, § 111 — Telephone company. 
6. A return of only 3.46 per cent was considered inadequate for a telephone 
company, p. 136. 


Return, § 24 — Reasonableness — Attraction of capital. 


7. Telephone rates should be reasonable to the utility and the patron, but 
the company must be financially sound if it is to attract capital and furnish 
adequate service, p. 136. 


Return, § 111 — Telephone company. 
8. Telephone rates yielding a return of 5.19 per cent were considered ade- 


quate to permit maintenance of financial soundness and improvement of 
service, p. 136. 
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Rates, § 174 — Value of property as a factor — Necessity to fix specific rate base, 
Statement that it was considered unnecessary to fix any specific rate base 
where telephone rates fixed were considered reasonable to the company and 
to the patrons, p. 136. 

§ 561 — Telephone — Four-party line. 
Statement that the 4-party residence phone is the basic type of residence 
service and should be maintained at a level within the means of the most 
users, p. 138. 

* 


The above-entitled matter came on cil, Livingston, appearing for the Park 
regularly to be heard at Helena, County Trades and Labor Council: 
Montana, in the House Chambers of Bruce Stimatz, Great Falls, appearing 
the State Capitol building at the hour for the Cascade County Trades and 
of 10 o’clock A.M. on the 5th day of Labor Assembly. 


une, 1950. 
J WRITTEN APPEARANCES: (C. T. 


APPEARANCES: Robert D. Corette Sander, Attorney at Law, Sidney, ap- 
and Kendrick Smith of the law firm pearing for protestants of the city of 
Corette, Smith & Dean, Butte, appear- Sidney and Montana Auction Markets 
ing for the applicant, Mountain States Association. 

Telephone & Telegraph Company. 

Protestants: Arnold H. Olson, At- 
torney General, and Louis F. Poppler, 


OTHER APPEARANCES: Edwin §. 
Booth, Secretary-Counsel and Owen 
E. Greenough, Auditor, appearing for 


Assistant Attorney General, Helena, 
: the Board. 


appearing for the state of Montana; 

Alexander Kelly, Attorney at Law, By the Commission: The Moun- 

White Sulphur Springs, appearing for tain States Telephone and Telegraph 

the Rotary Club of White Sulphur Company (hereafter referred to as the 
Springs and the town of White Sul- company) on April 21, 1950, filed 

phur Springs; John W. Bonner, Gov- with the Commission and requested 

ernor of Montana, Helena, appearing approval of revised tariffs relative to 

for the people of the state of Montana; intrastate toll charges and rates, rates 

Alfred Dougherty and Baxter Larson, for exchange service, reclassification 
Attorneys at Law, Helena, and P. J. of exchange groups, and revision and 
Gilfeather, Attorney at Law, Great modification of tariffs relating to spe- 

Falls, appearing for the Montana cial service and operations. This ap- 

Milk Distributors Association; Mon- plication was set for public hearing 

tana Creamerymen’s Association, at Helena, Montana, on June 5, 1950. 
Montana Farmers Union, Montana Notice of public hearing was issued on 
Council, American Federation of May 3, 1950, more than a month be- out t 
State, County and Municipal Em- fore the date of hearing. Copies of the “ 
ployees, Community Creamery, Mis- notice were mailed to the city and § ,,i.. 
soula, Fergus County Creamery, county clerks, chambers of commerce, J the , 
Lewistown, and William B. McCrae, trades and labor councils, and other agai 
Helena; W. J. Priest, Secretary of organizations in the area affected. In 9 4, 
Park County Trades and Labor Coun- addition the notice was published as 2 J jnye. 
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legal notice in all daily papers and fur- 
nished as a news story to all the daily 
and to weekly papers in the area. 
Every effort was made to give full 
publicity to the application and the 
hearing. 

At the hearing, Attorney General 
Olson and Louis E. Poppler, assistant 
attorney general, entered their appear- 
ance. Governor Bonner appeared in 
opposition to any increase. Other prot- 
estants appeared in person or by coun- 
sel. Several petitions and protests re- 
ceived by the Commission prior to or 
during the hearing were offered and 
received as a part of the files. 

Prior to the hearing, the Commis- 
sion had requested the company to 
present certain information. This in- 
formation was furnished. Documen- 
tary and oral evidence was presented 


bythe company. The files and records 
of the Commission were likewise of- 
fered in evidence by reference. 

[1] Under the legislative delegation 
of authority to the Public Service 


Commission, this Commission is 
charged with the duty of fixing just 
and reasonable rates for service per- 
formed by the utility. This duty re- 
quires an examination of all the facts 
and exists irrespective of whether pro- 
test is made. Title 70, § 113, Revised 
Codes of Montana, 1947. 

The supreme court of Illinois in 
Pullman Co. v. Commerce Commis- 
sion (1945) 390 Ill 40, 59 PUR NS 
355, 359, 60 NE2d 232, in pointing 
out the duties of the Commission, said: 

r a hearing before the Com- 
mission is not a partisan hearing with 
the Commission one one side arrayed 
against the utility on the other, but 
that it is, instead, an administrative 
investigation instituted for the pur- 
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pose of ascertaining and making find- 
ings of fact.” 


Company Rates in Montana 


The company has been operating 
in Montana since 1911. A general in- 
vestigation into the company rates was 
held in 1924 and the order may be 
found in 17 MUR 541, PUR1924C 
545. In 1948, a hearing was held on 
an application for increased rates. Or- 
der No. 1961 in this case was issued on 
March 22, 1948, and is reported in 74 
PUR NS 36. In that order we re- 
viewed the history of the company to 
January 1, 1948. In our 1948 order 
we authorized the company to regroup 
its exchanges, increase its toll and 
service charges and to increase busi- 
ness phone rates. Generally, residence 
phone increases were denied unless the 
growth of the exchange had been such 
as to require increases to equalize rates 
between similar exchanges. We will 
confine our discussion of evidence to 
matters beginning with the year 1947. 


Operation of the Company in 
Montana 


In our order No. 1961, issued in 
1948, supra, we estimated that the in- 
creases then granted would amount to 
$317,917 per year in additional reve- 
nue, or $190,850 after deducting Fed- 
eral income tax. Considering the rate 
increase and wage increases granted 
during 1947 on an annual basis on 
1947 business it was estimated that 
net operating earning for a 12-month 
period would be $724,562 from Mon- 
tana intrastate business. 

The evidence shows that, in 1947, 
the net operating earnings from Mon- 
tana intrastate business was $586,251. 
The increases granted in 1948 were 
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effective for about nine months of that 
year. Increase in volume of business 
and increase in rates combined to re- 
sult in a net operating earning of $934,- 
874 for 1948 from intrastate service. 

The company has both interstate 
and intrastate service and operates in 
nine states in the Mountain States 
area. Regulation of its interstate 
business is performed by the Federal 
Communications Commission. The 
intrastate business, including exchange 
service and rates, is under the jurisdic- 
tion of the Montana Commission. 
The company accounts are kept in ac- 
cordance with the rules of the Federal 
Commission and this Commission. 
The separation of revenues and ex- 
penses between interstate and intra- 
state service are made in conformity 
with the joint studies of the National 
Association of Railroad and Utilities 
Commissioners, the telephone indus- 
try, and the Federal Communications 
Commission relating to separations. 

In referring to matters applicable 
to the company as a whole we will use 
the term “system.” The term “total 
state” will be used as to matters relat- 
ing to both interstate and intrastate 
service in Montana and “intrastate” 
will mean only those matters relating 
solely to Montana. 


The service of the company has been 
greatly expanded in recent years. The 
following chart taken from various 
exhibits shows this increase : 


Toll Messages 
Telephones Originating 
in Service in Montana 
97,744 3,608,157 
3,911,566 
4,148,067 


At the time of the hearing, the com- 
pany had on hand about 4,600 held or- 
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ders and requests for rural service 
amounting to 2,300 additional phones 
The number of phones in service op 
May 31, 1950, was approximately 
123,000. The monthly report of the 
company shows that on December 31, 
1950, there were 130,324 phones in 
service in the 87 exchanges of the com- 
pany, or an increase of 11,824 phones 
during 1950. 

In order to meet this increased vol- 
ume of business the company has had 
to increase its plant. Gross construc. 
tion in Montana for 1947 was $2,680- 
847; 1948 was $3,062,700, and 1949 
was $2,633,264. This makes average 
gross construction for the three years 
of $2,792,000 per year. In the first 
four months of 1950, construction 
amounted to $862,000. While value 
of construction has increased greatly 
the costs of construction have likewise 
increased so that less plant per dollar 
is obtained than before the last war. 
There has, however, been great expan- 
sion of plant to handle the increased 
volume of business. 

The average number of employees 
per year in Montana has _ increased 
from 1,539 in 1947 to 1,798 in 1949. 
The evidence shows that wage in- 
creases since our last rate hearing have 
amounted to $300,000 per year on 
intrastate expense. Total wages paid 
for the year ending March 31, 1950, 
amounted to $4,964,404 of which 
about 85 per cent was chargeable to 
intrastate service. Evidence shows 
that costs of supplies and materials 
have increased. The chart [page 133] 
shows the comparative profit and loss. 

Analysis of this chart shows that 
while revenues have constantly in- 
creased the increase in operating ex- 
pense increased at a greater ratio. 
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1947 


$6,626,507 
,906,073 6,644,669 
720,434 


$5,593,256 
,007,005 5,571,589 
586,251 


Total State 
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Intrastate 

ee CE MR. tk eencaein Koeeeeee 
Total Exp. & Taxes 

Net Oper. Earnings 


Interstate 

Tele CE Bs gio 0descsnsensstavee 
Total Exp. & Taxes 

Net Oper. Earnings 

Since 1948 this has resulted in a de- 
crease in net operating earnings. 

[2, 3] Question was raised as to 
the effect of the license contract with 
American Telephone and. Telegraph 
Company. Question was likewise 
raised as to the effect of the practice 
of buying supplies from Western Elec- 
tric, a subsidiary of American. The 
license contract has been reduced since 
the last hearing from 1} per cent to 
From 


one per cent of gross revenue. 
the evidence it appears that the com- 
pany gets value received from this pay- 
ment and it is a proper operating ex- 


pense. The evidence likewise shows 
that purchases from Western Electric 
are to the advantage of the company 
and its patrons. In the absence of rea- 
son to question the reasonableness of 
these practices, the Commission will 
not interfere with the decisions of 
management. 


Return on Property Investment 


The company is a stock company. 
83.5 per cent of the stock is now owned 
by American Telephone and Telegraph 
Company, and the balance is owned 
by individual investors. The Ameri- 
can, except for the rights of a majority 
stockholder, does not exercise control 
over the company. So far as this 
Commission is concerned the company 
is an independent company and is to 
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$1,033,251 
899, 
134,183 
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12 mos. endin; 

1949 March 31, 19 
$8,485,904 
7,501,782 
984,122 


1948 
$7,742,889 
1,098,220 
$7,107,733 


6,352,275 
755,458 


$6,506,463 $7,053,989 


6,243,597 


934,874 810,392 


$1,236,426 $1,431,915 


1,073,080 1,258,185 

63,346 173,730 
be treated without regard to American. 
The company presented its case on the 
basis that increases in rates were nec- 
essary in order to pay dividends and 
maintain a surplus of such ratio as 
would attract capital. The company 
contends that the rates requested 
would not yield more than a fair re- 
turn on a properly allowable rate base. 

In order to determine these ques- 
tions and decide whether the rates are 
fair and reasonable we are required to 
look at all evidence available. We will 
refer to the rates requested and the 
rates allowed in detail later in this or- 
der. For the purposes of discussion 
we shall consider the increases granted 
by this order in the amount of $513,- 
842. The company application based 
on the average phones in service in 
the year ending March 31, 1950, was 
estimated to return $703,000 per year 
additional revenue. However, based 
on the phones in service on January 
1, 1950, the increases would have 
amounted to $732,949 additional per 
year. All of these figures are before 
the payment of income tax and would 
not be net to the company. After de- 
ducting tax payments the $703,000 
estimated by the company would leave 
a net increase in revenue of $418,500. 
Estimated on the basis of the $732,949 
increase after deducting taxes would 
leave a net increase of $436,406 in 
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revenue. The $513,842 after taxes 
on the same basis would leave a net 
increase of $305,957 in revenue. 
During the year of 1950, there has 
been an increase in phones in service 
of 11,824. We do not have a break- 
down of the classifications of these 
phones and are therefore unable to 
compute the amount of increase ap- 
plicable to these phones on any basis. 
The increase in revenue from the in- 
creases allowed these phones will be 
absorbed by increases in income taxes 
and other items, but should pay a sub- 
stantial portion of any such increases. 
We will not consider matters occur- 
ring since the hearing but we mention 
this fact only to show that while there 
may be increases in expense occurring 
since the hearing there will also be in- 
creases resulting from the rates al- 
lowed which have occurred since the 


hearing. 
The company claimed a rate base on 
the basis of reproduction new, less ob- 


served depreciation. The primary au- 
thority for this basis was the decision 
of this Commission in 1924 (17 MUR 
541, PUR1924C 545) where the rate 
base of the company was established 
on that theory. The company claims 
a reproduction cost of $29,711,000 
for the plant used in Montana intra- 
state service. This compares to a 
value of $36,828,000 for total state 
plant on the same basis. In computing 
the reproduction value, the value of 
the land was taken as the value at 
the time of acquisition. The value of 
the principal buildings was obtained 
by independent contractor’s estimates. 
The value of the balance of the prop- 
erty was obtained by figuring current 
unit costs and applying them to the in- 
ventory of the system. The observed 
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depreciation was then determined by 
actual examination of sample portions 
of equipment. The value before de. 
preciation so found was $29,711,000 
for intrastate plant. The depreciation 
was figured at $8,711,000 which left 
a reproduction value, after deducting 
observed depreciation, of $21,000,000 
as of December 31, 1949. The com- 
pany’s claimed rate base includes 
$165,000 for plant under construction. 
The testimony is that this plant was 
in actual construction and is now un- 
doubtedly in use. They also claim 
working capital consisting of materials 
and supplies and cash in the amount 
of $639,000. On the company figures, 
cost of reproduction new, less observed 
depreciation, plus working capital 
would be $21,804,000. 

[4] The company claimed as a rate 
base the sum of $23,037,000 as of De- 
cember 31, 1949, or $22,757,000 for 
average rate base for the year ending 
March 31, 1950. This figure included 
an item of $11,000 for real estate held 
for future use. We do not agree that 
this is a proper item to be included in 
rate base. It may have been good busi- 
ness for the company to purchase the 
property but it is neither used nor 
usable in the public service at this 
time. 

[5] The company figure also in- 
cludes an item of $1,222,000 for the 
cost of establishing the business. This 
figure is the same as that allowed by 
this Commission for establishing the 
business in the 1924 order, supra. 
This is equivalent to “going value.” 
The inclusion of “cost of establishing 
business” on “going value” was con- 
sidered a proper item to be specifically 
included under the existing decisions 
in 1924. It is no longer considered 
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necessary to treat this item separately 
in determining value. 

In Re Montana-Dakota Utilities 
Co. (1939) 31 PUR NS 229, 237, 
this Commission said: “Intangibles 
involving preliminary and organiza- 
tion expense relating to the organiza- 
tion and establishment of the utility 
should not be capitalized or carried in- 
to the rate base, although it may be 
properly amortized over a period of 
years as an expense item.” 

In Public Utility Commission v. 
Southern Teleph. & Teleg. Co. (1949) 
80 PUR NS 320, the Pennsylvania 
Commission said: “Respondent in- 


cluded $40,000 for going concern 
value in its estimates of reproduction 
costs, stating that this amount of ad- 
ditional value results from the fact 
that it is an operating concern with 


subscribers attached; that it has 
trained operating personnel, an able 
and efficient management, and that the 
property is located in an area economi- 
cally able to pay reasonable rates for 
the type of service suitable to meet 
the needs of the communities served. 

“Going value is not an element in 
an estimate of reproduction cost al- 
though it may be an element requiring 
consideration in determining fair val- 
ue of utility property for rate-making 
purposes. In the present instance, 
respondent has submitted nothing to 
show whether it experienced a lag in 
earnings during its early years of op- 
eration. Nor has respondent submit- 
ted anything in the way of a calcula- 
tion to show how it arrived at its claim 
for going value of $40,000. 

“In determining the fair value of 
respondent’s property we will give 
consideration to the fact that re- 
spondent is a going concern but will 
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not make a separate allowance for this 
element of value.” 

See Department of Public Service 
v. Pacific Teleph. & Teleg. Co. (Wash 
1940) 37 PUR NS 321, 382; Denver 
Union Stock Yard Co. v. United 
States (1938) 304 US 470, 82 L ed 
1469, 24 PUR NS 155, 58 S Ct 990. 

The evidence indicates that a por- 
tion of this item is made up with the 
establishment of records and recruit- 
ment of trained personnel. These 
items might have been proper in 1924. 
Any personnel now trained or records 
now acquired would have been paid 
for from operating expense. It is in- 
teresting to note that the organization 
and franchise costs included in the cost 
of establishing business in the 1924 
are now included in Account 201 and 
have been amortized and on December 
31, 1949, amounted to only $277.58. 
Section 70-106, Revised Codes of 
Montana, 1947, does not provide for 
any value of the cost of establishing 
business. Considering all the facts we 
do not accept the item of cost of estab- 
lishing the business as a proper sep- 
arate item of the rate base. Considera- 
tion of the element has been given in 
considering the effect of this applica- 
tion. 

The company at the request of the 
Commission furnished figures show- 
ing original cost of the total state plant 
on December 31, 1949, plus work un- 
der construction and working capital 
of $24,944,606. This compares to a 
total state average investment of $24,- 
020,543, the main difference being in 
work under construction and working 
capital. The average investment for 
intrastate plant amounts to $19,610,- 
371. If we add to this amount work 
under construction in the amount of 
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$165,000 and working capital of $639,- 
000 we would have a rate base on the 
original cost of $20,414,371. The de- 
preciation reserve allocated to Mon- 
tana intrastate plant on a basis of 
theoretical reserve was furnished at 
the request of the Commission. This 
amounts to $6,197,819. If this figure 
is deducted from the original cost base 
we have a rate base of intrastate prop- 
erty of $14,216,552 on the basis of 
original cost less depreciation. 

The supreme court of Montana in 
Tobacco River Power Co. v. Public 
Service Commission (1940) 109 
Mont 521, 33 PUR NS 151, 156, 98 
P2d 886, pointed out that no specific 
and exclusive method of determining 
value is mentioned in the Montana 
Code. The court said: 

“Tt is observed from § 3884, supra 


(Rev Codes, Mont) that considerable 
latitude is allowed the Public Service 


Commission in determining value. 
Neither the Public Service Commis- 
sion nor the utility company is limited 
to or bound by any particular method 
in arriving at the solution of the ques- 
tion of value. It must be borne in 
mind always that the ultimate fact to 
be determined is value upon which 
rates are based, which must of course 
be done under proper legal procedure 
and restrictions. 

“The cost of reproduction new, less 
depreciation, is usually regarded as 
one of the most important, if not the 
dominant, factor, in the determina- 
tion of value. (51 CJ 17.) Under 
the section of the Montana Code just 
cited, assessment rolls are likewise ad- 
missible as evidence of value, but of 
course are not exclusive. When the 
state condemns property of a landown- 
er it frequently resorts to assessed 
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valuations as evidence, but more often 
than not the jury will determine dam. 
ages and valuation in excess of that 
set out in the assessment rolls. Origi- 
nal cost, assessment values, cost of 
reproduction new, prudent investment 
theory, public records mentioned in § 
3884, supra, and opinions of value are 
all means to an end, namely, the de- 
termination of value.” 

While we are constrained to give 
weight to the reproduction cost new 
less observed depreciation, we recog- 
nize that under present conditions this 
gives the highest value to plant. We 
are required however to give consid- 
eration to the consumer interest and 
the reasonableness of the rates to be 
charged. For the reasons later stated 
we believe the rates herein approved 
are reasonable to the company and the 
patron. Under this condition we do 
not find it necessary to fix any specific 
rate base. 

[6-8] In considering the effect of 
the rate increases allowed we take the 
figures as to revenue for the latest 12- 
month period available March 31, 
1950. This shows that net operating 
earnings amounted to $755,458. 
Adding to this amount $305,957, be- 
ing the net amount of increase after 
taxes, we would have a net operating 
income of $1,061,415 for a 12-month 
period. It is interesting to note that 
this net revenue to the company is 
$111,432 less than that estimated by 
the company on the basis of requested 
rates, even though the increases al- 
lowed are less than that requested by 
$190,471. The difference of course 
is in amount of taxes payable. 

The present annual revenue on the 
basis of reproduction cost less depre- 
ciation gives a rate of return of only 
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3.46 per cent. Such a low rate is of 
course inadequate. Two banker wit- 
nessess testified that at least a 6 per 
cent return was necessary. The finan- 
cial witnesses of the company testified 
that the low rates of return had caused 
depletion of the earned surplus and 
reduction in dividend payments. They 
contend that increased rates are nec- 
essary to insure the financial sound- 
ness of the company and attract the 
necessary capital to provide adequate 
service. 

We recognize the argument that 
the company must be financially sound 
if it is to attract capital and fur- 
nish adequate service. The rates, 
however, should be reasonable both to 
the utility and the patron. (Title 70, 
§ 105, Revised Codes of Montana, 
1947.) We will later consider the 
reasonableness of the various in- 
creases requested. On the basis of 
the original cost, less depreciation, 
plus working capital of $21,804,000, 
the net operating earnings of $1,061,- 
415 will give a rate of return of 4.86 
per cent. This is .29 per cent less 
than the return of 5.15 per cent es- 
timated by the company. If the rate 
of return were figured on 1949 reve- 
nues, plus the increases allowed, it 
would be 5.12 per cent. We have ac- 
cepted the figures for the year ending 
March 31, 1950, but the volume of 
future business is of course specula- 
tive. On the basis of net investment 
of $20,414,371 the expected net op- 
erating earnings would give a rate of 
return of 5.19 per cent. 

We consider the rate of return re- 
sulting from the allowed increases ade- 
quate to permit maintenance of finan- 
cial soundness and improvement of 
service. 
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Over objection, the company fur- 
nished a statement at the request of 
the Commission showing rate of re- 
turn in all states in which it operates. 
This statement shows that at present, 
earnings in Montana are among the 
lowest whereas after increases the rate 
of return will be comparable to the 
higher returns. We repeat what we 
said in Order 1961, 74 PUR NS 36, 
46: “While the earnings in other 
states do not affect the application in 
this state we feel that the rates granted 
here will cause Montana to continue 
to have a relatively high rate of re- 
turn compared to other states in the 
system.” 


Tariffs Relating to Charges for Spe- 
cial Equipment, Special Service 
and for Move and Change 
Service 


The company requested authority to 
increase tariffs relating to special serv- 
ices and use of special equipment. The 
total of these increases are expected 
to amount to $79,000 per year. In- 
creases in service connection charges 
and move and change charges are ex- 
pected to return an additional $10,500 
per year. These increases appear to be 
justified and no purpose will be served 
by detailed discussion. The increases 
are justified by the service performed 
or the value of equipment used. The in- 
crease in these rates should be allowed. 


Toll Service Tariffs 


The application for increase in intra- 
state toll rates does not provide for 
any increase over present rates, station- 


to-station day rates. The amount of 
reduction under day rates for night 
and Sunday service has been decreased 
and the person-to-person rates have 
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been increased. These increases are 
expected to bring in an additional 
$96,000 revenue per year. These in- 
creases appear to be reasonable adjust- 
ments between the basic rate and the 
increased rates and will be just and 
reasonable rates and should be al- 
lowed. 


Echange Service Tariffs 


The application for increases in ex- 
change rates involves two questions, 
i.e., reclassification of exchanges and 
increases in rates for such services. 

The company proposes to change 
classifications as shown in the follow- 
ing chart : 


Present 

1-150 
151-350 
351-550 


Proposed 


1-400 
401-800 
801-2,500 

2,501-6,000 
6,001-13,000 
13,001-20,000 
None 
None 


West Yellow- None 


stone 


The evidence shows that 19 out of 
the 87 exchanges are now larger than 
the group ranges they are in. If the 
increase in rates were applied to 
present groupings it would mean that 
these 19 exchanges would get an in- 
crease from the change in grouping 
as well as from the general increase. 
The proposed groupings will take care 
of expected growth of the exchanges. 
An examination of the exhibits does 
not indicate any adverse effect from 
the regrouping and it has the advan- 
tage of making for more equitable 
rates. The regrouping as submitted 
should be approved. 

Requested increases in business 
phones range from 25 cents to $1.50 
per month depending on the present 


and proposed exchange grouping of 
the exchange. The increases for rural 
business phones range from 25 to 75 
cents per month and the increase from 
service station (customer-owned lines 
connected to the exchange) business 
phones amounts to 50 cents per month. 
The expected annual increase in reve- 
nue from business phones is as fol- 
lows: business phones in exchange 
area $153,720, rural main business 
phones $5,298, and service main 
phones $972, or a total of $159,990, 
This is on the basis of phones in sery- 
ice January 1, 1950, the latest clas- 
sification of phones available. 

We have previously pointed out the 
need of the company for additional 
revenue if it is to be able to maintain 
financial soundness. The rates relat- 
ing to business service will not be 
unreasonable or discriminatory and 
should be approved. 

The increases in residence rates, 
within exchange areas, range from 25 
cents to 75 cents per month. Increases 
in one-party residence service request- 
ed ranges from 50 to 75 cents, in- 
creases in 2-party service ranges from 
25 to 50 cents, and for 4-party service 
ranges from 25 to 50 cents with no 
increase sought in 15 exchanges on 
this type of service. The increased 
revenues from residence exchange 
service requested would amount to 
$343,179 per year. 

The evidence indicates that there 
are numerous held orders and that the 
people have not been able to obtain 
the grade of service desired. The 4- 
party residence phone is the basic type 
of residence service and should be 
maintained at a level within the means 
of the most users. If they want a more 
exclusive type of service the rates 
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should of course be more and where 
they have such service a reasonable in- 
crease in rates is justified in order to 
assist in furnishing the money neces- 
sary to pay for the service. Consider- 
ing all the factors we believe that one- 
party rates increased as applied for 
but increased no more than 50 cents 
per month (except Harlowton and 
Forsyth, where because of classifica- 
tion the increase will be 25 cents per 
month) and 2-party rates as applied 
for but increased no more than 25 
cents per month (except as to specific 
exchanges referred to later) will be 
reasonable and just rates and are nec- 
essary. We are of the opinion that 
the present 4-party rates should not 
generally be raised and that increases 
in these rates would result in unrea- 
sonable rates considering the service 
available. Because of the regrouping 
of exchanges the exchanges of Conrad, 
Hardin, Malta, Wolf Point, Shelby, 
and Red Lodge will sustain a 50-cent 
increase per month in 2-party resi- 
dence service and a 25-cent increase 
per month in 4-party residence service. 
The increase in these rates will result 
in the patrons paying the same rates 
as other similar towns and should be 
allowed. 

We are of the similar opinion that 
the service available on rural lines 
where the lines are crowded and serv- 
ice is limited that increases in rates for 
this service should not be allowed. 

The service main residence service 
is furnished over lines owned by the 
patron and connected to the exchange. 
The increase in rates for this service 
as applied for is justified by the evi- 
dence and should be allowed. 

The increases granted on residential 
service amounts to $168,352 per year 
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on the basis of phones in service 
January 1, 1950. We have referred to 
the expected increases allowed for the 
various types of service. The total 
increase amounts to $513,842 or 
$305,957 after deducting taxes. We 
believe this amount is adequate to keep 
the company on a sound financial basis 
and will not result in any unjust, un- 
fair, or discriminatory rates. 

From the evidence and for the rea- 
sons stated, the Board makes the fol- 
lowing : 


Findings of Fact 


1. That the applicant, Mountain 
States Telephone and Telegraph Com- 
pany, is a public utility furnishing both 
interstate and intrastate telephone 
service in the state of Montana. 

2. That the accounts of the com- 
pany have been kept according to the 
Uniform System of Accounts of the 
Federal Communications Commission 
and this Commission. That the value 
of the property, expenses, and reve- 
nues properly allocable to interstate 
and intrastate service have been deter- 
mined in accordance with the joint 
studies of the National Association of 
Railroad and Utilities Commissioners, 
the telephone industry, and the Federal 
Communications Commission. 

3. That the expenses for supplies 
and labor and other operating ex- 
penses have increased and such in- 
creases are too great to be financed by 
the company under present rates. 


4. That the income of the company 
from intrastate business is not suffi- 
cient under present rates to permit 
the company to attract capital and 


maintain a sound fiscal basis. That 
the continuation of communications 
systems of the state on a sound fiscal 
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basis is necessary and in the public 
interest. That in order to maintain 
a sound fiscal standing the company is 
entitled to increases in rates for serv- 
ice as herein specified. 

5. That the rate of return from 
present rates is inadequate and the rate 
of return from the increases allowed 
will not exceed a reasonable or just 
rate of return. 

6. That the proposed tariffs relat- 
ing to special services, use of special 
equipment and move and change 
charges will result in such service pay- 
ing for the costs incident thereto and 
avoid the necessity of costs of such 
services being paid for in part by 
revenues from other services. That 
the additional revenue from such in- 
creases is estimated to amount to 
$89,500 per year. That such rates 
are fair and reasonable. 

7. That the tariffs relating to toll 
charges will result in more equitable 
adjustment between classes of service 
in toll rates and will result in addition- 
al revenue in the expected amount of 
$96,000. That such adjustments are 
fair and reasonable. 

8. That the reclassification of ex- 
change groups as requested is equitable 
and fair and will establish rates on a 
firm basis and should be allowed. 

9. That on the basis of the classifica- 
tion and proposed rates as applied for 
business phones in exchange service, 
rural service, and service main service 
will result in additional revenue in the 
expected amount of $159,990 per year 
on the basis of phones in service De- 
cember 31, 1949. The rates are not 
unfair or unreasonable. 

10. That on the basis of the re- 
classification of exchanges the rates ap- 
plied for for one-party residence 


service to the extent that such jp- 
creases exceed 50 cents per month wil] 
be unreasonable and unjust but the 
proposed increases except as they ex. 
ceed the limitations herein specified 
will be fair and reasonable but be- 
cause of the classification the increases 
in Harlowton and Forsyth should be 
25 cents per month. 

11. That on the basis of the re- 
classification of exchanges the rates ap- 
plied for for 2-party residence service 
to the extent such increases exceed 25 
cents per month (except in the ex- 
changes of Conrad, Hardin, Malta, 
Wolf Point, Shelby, and Red Lodge 
where because of classification and in 
order to equalize rates with similar 
exchanges the increase will be 50 
cents) will be unreasonable and unjust 
but the proposed increases except as 
they exceed the limitations herein 
specified will be fair and reasonable. 

12. That the reclassification of ex- 
changes will result in increases in 
rates for 4-party service in the ex- 
changes of Conrad, Hardin, Malta, 
Wolf Point, Shelby, and Red Lodge 
of 25 cents per month in order to 
equalize rates with other towns in the 
same exchange group and to that ex- 
tent the increases as applied for for 
4-party service will be fair and rea- 
sonable. That except to the extent 
stated herein the increases in rates for 
4-party residence service and rural 
residence service will result in unrea- 
sonable rates considering the service 
rendered and available. 

13. That the increases applied for 
on service main residence service will 
not result in unreasonable or unjust 
rates. 

14. That the increases allowed on 
residence service will amount to in- 
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creases in the sum of $168,352 on unreasonable and unjust considering 
the basis of phones in service De- the service rendered and available. 
cember 31, 1949. That the increases e 
authorized are reasonable, just, and 

necessary. That to the extent the The Board concludes as a matter of 
rates on residence service have been law that the application should be ap- 
disallowed the proposed rates would be proved to the extent above set forth. 


Conclusions of Law 





FLORIDA RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Inter-County Telephone & 
Telegraph Company 


Docket No. 3145-TP, Order No. 1660 
February 22, 1951 


PPLICATION by telephone company for approval of rate in- 
A crease; granted. 


Rates, § 649 — Procedure — Notice — Filing schedule — Notice — Suspension. 

1. Rates were established for a telephone company, since no objection had 
been raised concerning the method employed in seeking increases, and the 
case was disposed of on its merits, notwithstanding a failure to observe the 
statutory procedure of filing schedules of proposed rates with notice that they 
will become effective not less than thirty days from date of filing, which 
action would be followed by a Commission order suspending the rates pend- 
ing investigation, thereby giving the public information as to the issues in the 
particular proceeding, p. 142. 


Return, § 44 — Reasonableness — Hazards of operation. 
2. Hazards confronting a particular utility, operating in a sparsely settled 
area and for several years subjected to hurricane damage, are taken into 
consideration in arriving at rates, p. 143. 

Return, § 111 — Telephone company. 
3. A return of 7 per cent was approved for a telephone company operating 
under more hazardous conditions than the usual utility, p. 144. 

Valuation, § 36 — Rate base — Original cost less depreciation — Working capital. 


4. The net average investment of a telephone company, ascertained from the 
original cost of plant in service, less accrued depreciation, plus an allowance 
for working capital, was considered a fair rate base, p. 144. 


¥ 
APPEARANCES: James A. Franklin, Patterson, of Fort Meade, for city 
of Fort Myers, and William P. Sim- of Fort Meade; W. E. Owen of 
mons of Miami, for applicant. Nat J. Clewiston, for United States Sugar 
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Corporation; Frank Watson, of Fort 
Myers, for chamber of commerce of 
city of Sebring; and H. T. Todd of 
Avon Park for chamber of commerce 
of city of Avon Park, all protestants. 
Fred Pettijohn, Director of Commis- 
sion’s Commerce Department in 
charge of accounts and statistics; Fred 
Romig, Commission’s Accountant; 
Wilkins Linhart, Commission’s Tele- 
phone Engineer ; and Lewis Petteway, 
Commission’s General Counsel, rep- 
resenting the Commission’s staff and 
the citizens of Florida. 


By the Commission: On August 


21, 1950, Inter-County Telephone and 
Telegraph Company filed with this 
Commission a petition seeking such 
increases in its exchange telephone 
rates and charges as the Commission 
might find to be necessary in order 
for said telephone company to earn 


an adequate return on its investment 
and furnish the credit basis on which 
to sell additional securities to provide 
funds for needed expansion and im- 
provements in its telephone service. 

The petitioner is chartered under 
the laws of the state of Florida for the 
purpose of doing a general telephone 
business. It is legally qualified to 
furnish and is actually engaged in 
furnishing exchange or local telephone 
service and intrastate toll or long- 
distance telephone service within the 
state of Florida. This telephone com- 
pany maintains and operates local tele- 
phone exchanges at Arcadia, Avon 
Park, Boca Grande, Clewiston, Ever- 
glades, Fort Meade, Fort Myers, Fort 
Myers Beach, LaBelle, Lake Placid, 
Moore Haven, Naples, Okeechobee, 
Punta Gorda, Sebring, Wauchula, 
and Bowling Green. The exchange 
rates and charges in these various 
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cities and towns are involved in this 
proceeding. 

[1] The petitioner did not submit 
with its petition a schedule of the 
proposed rates and charges. The stat- 
utes of Florida contemplate that 
changes in telephone rates shall be ac. 
complished by submitting to this Com- 
mission a schedule of the new or pro- 
posed rates and charges together with 
a notice that said rates will become 
effective thirty days from the date filed 
with the Commission. An order is 
then entered by the Commission sus- 
pending the proposed rates and calling 
a public hearing for the purpose of in- 
vestigating the reasonableness of said 
rates and the revenue needs of the util- 
ity. In this way the public or sub- 
scriber is acquainted with the new 
rates the telephone company expects 
him to pay in the future. When noth- 
ing more is filed with the Commission 
than a petition for such rates as will 
give the utility a specified rate of re- 
turn on such rate base as the Commis- 
sion may approve, the subscriber is left 
entirely in the dark until such time as 
the hearing has been completed, the 
Commission has determined the rate 
base to be used, the dollar increase to 
be allowed, if any, and the rates which 
will produce that return have been sub- 
mitted for the Commission’s approval. 
The statutes which call for a public 
hearing in matters of this kind con- 
template that the public shall be fully 
informed from the very beginning con- 
cerning the issues in the particular pro- 
ceeding. In so far as the public is 
concerned the primary issue in a rate 
case is the level of the rates—what will 
be the impact of the proposed increase 
on the individual subscriber. How- 
ever, since no objection has been raised 
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in this proceeding concerning the 
method employed by applicant in 
seeking increases in its rates and 
charges, we will dispose of this case 
on its merits. In future cases of 
this kind the Commission will re- 
quire that a schedule of the present 
and proposed rates be submitted prior 
to the public hearing which schedule 
shall also give the present and pro- 
posed revenue from present and pro- 
posed rates by exchanges and by 
classes of service or units based upon 
the number of units in service at the 
end of the constructed year which has 
been selected by the utility as the 
basis for its proposed increases. 

[2] The applicant serves approxi- 
mately 12,500 subscribers in what 
can be generally termed as a high cost 
area as compared with the territory 
served by other companies of the 
state. Several factors enter into the 
higher operating costs which appear 
to be more or less peculiar to the ter- 
ritory served by this utility. The pop- 
ulation of this territory per square 
mile is 8.7 as compared with 53.8 for 
the remainder of the state. In sub- 
stance this means that more plant is 
required per subscriber in this terri- 
tory than in the more densely popu- 
lated areas of the state. Probably a 
larger per cent of applicant’s territory 
is located in the hurricane area than 
any other telephone company in Flor- 
ida. For the past eight years appli- 
cant’s hurricane damage has been 
considerable each year. Because of 
the consistent hurricane damage year 
after year applicant has placed more 
and more of its outside plant under- 
ground and in turn has been plagued 
with an extraordinarily high mainte- 
nance cost because of electrolysis in its 
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underground cable plant. These haz- 
ards have all been taken into consider- 
ation by the Commission in arriving at 
its decision in this proceeding. 

Applicant is in the midst of a con- 
siderable expansion program at most 
of its various exchanges. Service al- 
ready has been greatly improved by 
the completion of a substantial por- 
tion of the company’s expansion pro- 
gram. Plans which are presently be- 
ing executed call for improvements 
which will exceed $1,000,000 in cost. 
During the past twelve months more 
than $1,000,000 have already been 
spent on improved and expanded 
plant. During the past few months 
applicant has found it necessary to 
procure additional capital in the sum 
of $1,000,000 by the issuance of 
bonds and preferred stock. As a re- 
sult of this most recent financing, the 
applicant feels that its debt ratio is too 
high and that further financing which 
must be undertaken in the immediate 
future must be with equity capital. In 
order to attract this additional equity 
or risk capital the company contends 
that its earnings must be improved and 
that this can only be accomplished 
through additional operating revenues 
derived from increased exchange rates 
and charges. 


Applicant’s financial position has 
undergone a considerable change dur- 
ing the past few months and since this 
Commission denied the applicant an 
increase in its rate in the early part 
of 1950. Amendments to the Federal 
Wage-Hour Law have increased ap- 
plicant’s wage costs approximately 
$50,000 annually. Applicant’s Fed- 
eral income tax rate was increased by 
7 per cent the latter part of 1950. Ma- 
terials and supplies have increased sub- 
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stantially since the beginning of the 
Korean War and have continued to 
increase as our national defense pro- 
gram has been developed and activat- 
ed. What effect price controls re- 
cently established will have on utility 
operating costs cannot be accurately 
determined at this time; however, 
there does not appear to be any sound 
basis for concluding that there will be 
a decline in either wages or prices 
of essential materials and supplies. 
The statistical records and evidence 
introduced in this proceeding in sup- 
port of applicant’s requested increases 
are based on the constructed year 
ending August 31, 1950. Exhibit 18 
is applicant’s computation of the 
necessary increases in gross revenue 
to produce a return of 7 per cent. 
The computation is also given on 
this same exhibit for a return of 
6.5 per cent. Applicant has taken 
a rate base of $3,557,114.35 upon 
which it claims the right to earn a re- 
turn. This rate base is arrived at by 
taking the plant in service at August 
31, 1950, of $4,397,759.42 and de- 
ducting therefrom the depreciation re- 
serve of $1,000,725.69. To this de- 
preciated investment of $3,397,033.73 
applicant has added Working Capital 
in the sum of $160,080.62 arriving at 
the rate base aforesaid. Applicant’s 
exhibit shows that it is presently earn- 
ing a return of 4.68 per cent on the 
same rate base. Subtracting its pres- 
ent return of 4.68 per cent from the 
7 per cent it considers as an adequate 
return applicant shows by Exhibit 18 
that an increase of 2.32 per cent is 
required to give it an adequate return. 
Then applying this percentage increase 
of 2.32 to the rate base of $3,557,- 
114.35 applicant develops that an in- 
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crease of $82,525.05 in net operating 
income is required to produce a return 
of 7 per cent. However, because of 
its Federal income tax of 45 per cent 
it is necessary to secure a gross in- 
crease of $150,045.54 in order to pro- 
duce the required net increase of $82,. 
525.05. 

[3,4] After considering the com- 
plete record herein, the revenue needs 
of the telephone company, the hazards 
encountered by the applicant in render- 
ing telephone service in the territory 
served by it, and the company’s expan- 
sion and improvement program which 
require additional capital, the Com- 
mission is of the opinion that rates 
which will yield a return of 7 per cent 
on a rate base predicated upon the net 
average investment of applicant for 
the constructed year ending August 
31, 1950, ascertained from the orig- 
inal cost of the plant in service, less 
accrued depreciation, plus an allow- 
ance for working capital, will be fair, 
reasonable, and compensatory. 


We have computed applicant’s rate 
base for the constructed year ended 
August 31, 1950, as shown on Ap- 
pendix “A” hereto attached [omitted]. 
The net average investment for the 
constructed year was $3,707,928.82. 
From that we have deducted the aver- 
age reserve for depreciation in the sum 
of $1,053,893.07, leaving a net aver- 
age investment for the year of $2,654,- 
035.75. To this net average invest- 
ment we have added an allowance for 
working capital in the sum of $42,- 
064.63, thus arriving at a rate base for 
constructed year in the sum of $2,- 
696,100.38. 

We have also computed a rate 
base predicated on the investment at 
August 31, 1950, and shown on the 
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lower half of Appendix “A,” afore- 
said [omitted]. Applicant’s invest- 
ment in plant at August 31, 1950, was 
$4,403,741.04. The balance in the 
depreciation reserve account at Au- 
gust 31, 1950, was $992,008.17. To 
this depreciation balance we have 
added one-half the accrued deprecia- 
tion for twelve months on the proper- 
ty in service at August 31, 1950, and 
deducted the result from the fore- 
going investment to arrive at a net 
investment at August 31, 1950, of 
$3,313,413.48. Working capital in 
the sum of $42,064.63 was then 
added to arrive at a rate base of 
$3,355,478.11. 


We have made certain adjustments 
in the company’s operating revenues 
and expenses. These adjustments all 
appear on Sheets 1 and 2 of Appen- 
dix “B” hereto attached. [Omitted.] 
The Commission’s adjustments in ap- 
plicant’s operating revenues for the 
twelve months ended August 31, 1950, 
increase total revenues from $947,- 
340.35 to $986,869.59. Our adjust- 
ments in operating expenses for the 
same period increases this item from 
$655,773.79 to $684,605.51. We 
have made further adjustments in op- 
erating and income taxes all of which 
result in increasing the Net Operat- 
ing Income from $171,006.61 to 
$176,961.64. 


Appendix “C” attached to this or- 
der [omitted] shows the additional 
operating revenues required to net the 
company a return of 7 per cent on its 
investment. The company had 12,076 
stations in service at August 31,1950, 
at an average cost per station of 
$277.86. For the constructed year the 
average number of stations in service 
was 11,283 at an average cost of 
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$238.95 per station. In other words 
the current high construction costs re- 
sulted in an increase of 16.28 per cent 
in the cost per station. A 7 per cent 
return on the net average invest- 
ment rate base for the constructed year 
would produce a net operating income 
of $188,727.03. In order to give full 
consideration to the current high con- 
struction costs it is necessary to in- 
crease the aforesaid net operating in- 
come by 16.28 per cent resulting in a 
net operating income of $219,451.79. 
The company’s adjusted net operating 
income for the period was only $176,- 
961.64 which is $42,490.15 less than 
the company is entitled to if it is to 
earn a 7 per cent return. However, 
in order to obtain this net increase of 
$42,490.15 it is necessary to expand 
that sum sufficient to take care of in- 
creased Federal income taxes, utilities 
taxes, and uncollectible revenues which 
will result when the utility’s revenues 
are increased. 54.065 per cent repre- 
sents the net which will accrue to the 
utility from an increase which takes 
these items into consideration. Divid- 
ing the $42,490.15 by the 54.065 will 
produce the sum of $78,590.86 which 
is the gross additional revenue re- 
quired to give the utility the net in- 
creases to which it is entitled. 


Applicant’s exchange revenues for 
the constructed year ended August 
31, 1950, on the basis of stations in 
service at August 31, 1950, amounted 


to the sum of $453,746.82. In order 
to produce the necessary gross addi- 
tional operating revenues of $78,590.- 
86 applicant’s exchange revenues must 
be increased 17.32 per cent. 
From the evidence adduced herein 
the Commission finds that: 
(1) The net average investment of 
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Inter-County Telephone and Tele- 
graph Company in the sum of $2,696,- 
100.38 represents the rate base or rea- 
sonable value of the utility’s property 
used and useful in rendering telephone 
service and upon which the utility is 
entitled to earn a fair return. 

(2) Seven per cent is a fair, rea- 
sonable, and compensatory rate of re- 
turn to be allowed Inter-County Tele- 
phone and Telegraph Company upon 
its net average investment of $2,696,- 
100.38. 

(3) In order to provide for a 7 
per cent return and also give full con- 
sideration to the current high con- 
struction costs which applicant has ex- 
perienced during the constructed year 
ended August 31, 1950, and which 
may reasonably be expected to con- 
tinue for some time in the future, it 
will be necessary to increase the net 
operating income resulting from a 7 
per cent return on its net average in- 
vestment aforesaid by 16.28 per cent. 

(4) The rates now charged by the 
utility fail to produce a fair and ade- 
quate return for said telephone com- 
pany and should be increased in con- 
formity with the findings herein. 


(5) In order to provide for a 7 
per cent return and also give full con- 
sideration to the high construction 
costs, aforesaid applicant’s exchange 
revenues for the constructed year 
ended August 31, 1950, in the sum of 
$453,746.82 must be increased by 
17.32 per cent or $78,590.86. 

(6) Applicant’s exchange rates and 
charges must be increased if they are 
to yield the additional gross revenue 
of $78,590.86 which is required to 
give the utility a fair and reasonable 
return on its investment. 

Now, therefore, in consideration 
thereof it is ordered, adjudged, and 
decreed by the Florida Railroad and 
Public Utilities Commission as fol- 
lows: 

1. Inter-County Telephone and 
Telegraph Company is hereby author- 
ized and directed to prepare and file 
with this Commission for its approval 
a general schedule of rates, tolls, and 
charges for exchange telephone service 
in accordance wtih the findings herein 
to become effective with the first bill- 
ing period after said schedule of rates 
has been filed and approved. 
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FLORIDA RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Florala Telephone Company, 


Incorporated 


Docket No. 3232-TP 
Order No. 1665 
March 8, 1951 


PPLICATION of telephone company for adjustment in general 
vi \ schedule of rates and charges; granted. 


Rates, § 143 — Necessary increase — Telephone improvements and extensions. 

A telephone company which has obtained a loan from the Rural Electrification 
Administration to finance expansion and improvement to meet the demands 
of present and prospective subscribers should be authorized to put into effect 
a schedule of rates and charges which, it is anticipated, will produce the 
revenue required to meet operating expenses and the debt service require- 
ments of the REA loan agreement, subject to the condition that the proposed 
improvements and extensions be completed. 


* 


APPEARANCES: Ewell N. Clark rural sections in the immediate vicin- 


and J. Rush Lester, both of Florala, 
Alabama, represented the applicant; 
Fred Pettijohn, Director, Commis- 
sion’s Commerce Department in 
charge of accounts and statistics; Sam 
R. Ryan, Director, Commission’s 
Communications Department; and 
Lewis Petteway, Commission’s Gen- 
eral Counsel, represented the Commis- 
sion’s Staff. 


By the Commission: The applicant 
herein, The Florala Telephone Com- 
pany, Incorporated, is a corporation 
organized and existing under and by 
virtue of the laws of the state of Ala- 
bama. It is also authorized to do busi- 
ness as a foreign corporation in the 
state of Florida. The applicant is duly 
and lawfully engaged as a public util- 
ity in the furnishing of general tele- 
phonic communication service to the 
citizens of Florala, Alabama, and the 
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ity thereof, including substantial por- 
tions of Walton and Okaloosa coun- 
ties, Florida. 

The applicant presently serves 450 
subscribers in its area with magneto 
type telephone service. Some 650 
additional citizens living within the 
area served by this telephone company 
have indicated a desire for telephone 
service. The total potential of the 
area is approximately 2,500 tele- 
phones, and it is reasonably anticipated 
that a total of 1,500 additional tele- 
phones will be required to fill the pres- 
ent public need for service in appli- 
cant’s territory. 

In order to give an improved and 
modern telephone service to its pres- 
ent subscribers and at the same time 
provide an area-wide telephone system 
which will almost immediately give 
service to 1,050 additional subscribers 
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and ultimately furnish service to more 
than 2,400 rural subscribers, the ap- 
plicant proposes the following im- 
provements and extensions : 

Rebuild 59 miles of its present 84- 
mile telephone system in Covington 
county, Alabama, and Walton and 
Okaloosa counties, Florida; replace 
its present magneto switchboard and 
equipment at Florala with modern 
dial equipment and facilities; build 
a new automatic dial exchange at 
Laurel Hill, Florida, as a satellite 
of the Florala exchange; build 130 
miles of new rural telephone lines; 
place telephone wires on 80 miles of 
electric power poles lines operated by 
REA financed electric co-operatives 
in the area. 

In order to carry out the foregoing 
expansion and improvement program 


applicant has negotiated for a loan of 
$309,000 from the United States of 
America through the Rural Electrifica- 


tion Administration. The sum of 
$309,000 which applicant proposes to 
borrow as aforesaid has already been 
allocated by the Rural Electrification 
Administration under a loan which 
will bear interest at the rate of 2 per 
cent per annum and will be amortized 
in 132 equal quarterly payments ex- 
tending over a period of thirty-three 
years beginning January 5, 1953. 
The loan contract limits expansions 
and improvements to their economic 
and engineering feasibility, thus pro- 
tecting the parties to the loan and the 
public from changed conditions which 
would render portions of the project 
impractical. The loan contract also 
provides for additional amounts up to 
a total limit of $1,000,000 to enable 
applicant to make such further expan- 
sions as the public interest may re- 


87 PUR NS 


quire in order that the rural telephone 
requirements of the territory may be 
completely and adequately met. 

Under the proposed expansion and 
improvement program approximately 
37 per cent of applicant’s total invested 
capital will be employed in Walton 
and Okaloosa counties, Florida, with 
the remaining 63 per cent being em- 
ployed in Covington county, Alabama. 

Investigations and surveys indicate 
that the anticipated revenues from the 
improved and expanded system, based 
on reasonable rates and charges, will 
be sufficient to enable applicant to 
operate the system efficiently and to 
retire the loan within the amortization 
period aforesaid. 

Applicant has prepared and attached 
to its application a schedule of rates 
and charges which it is anticipated will 
produce the revenue required to meet 
the company’s operating expenses and 
the debt service requirements of the 
REA loan agreement aforesaid. These 
rates and charges have been approved 
by the Alabama Public Service Com- 
mission for application on the com- 
pany’s telephone operations in the state 
of Alabama. Said schedule of rates 
and charges are hereto attached as 
Appendix “A” and made a part of this 
order. [Appendix A omitted herein. ] 

Only a few years ago telephone 
service was considered as a luxury but 
today it is regarded as a commonplace 
necessity. Here in the United States 
we have one telephone for every four 
persons. However, this high tele- 
phone density is brought about by the 
concentration of telephones in urban 
and metropolitan areas. The rural 
sections of Florida and of the coun- 
try, as a whole, are still without ade- 
quate telephone service. More and 
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more the people in our rural areas are 
demanding good telephone service. 
While farm telephones have been in- 
creased approximately 50 per cent 
since the war the demand for this 
type of service has increased in even 
greater proportion. 

So great is the demand for rural 
telephone service, and so discouraging 
has been the prospects of satisfying 
that demand, that the National Con- 
gress has once more come to the as- 
sistance of the rural areas of the coun- 
try and made it possible for small 
telephone companies to expand their 
operations so as to meet the telephone 
requirements of those who live in the 
rural areas, till the soil, and constitute 
the economic backbone of the nation. 
The Rural Electrification Administra- 
tion which has been such a blessing 
to rural sections in expanding electric 
light and power facilities has been 
made the agency through which the 
expansion and development of rural 
telephone service can be financed. 
The outstanding contribution which 
this Federal agency and its affiliated 
co-operatives have made toward im- 
proving living and working conditions 
in the rural sections of our state 
through the extension of electric pow- 
er and light service may now be par- 
alleled in the field of telephone com- 
munication service. 

This Commission recognizes the 
urgent need for rural telephone serv- 
ice in many parts of our state and will 
do everything within its power in the 
exercise of its regulatory jurisdiction 
to encourage the expansion of tele- 
phone service into the rural sections 
of Florida at reasonable costs. 


The rates which have been proposed 
here appear to be fair and reasonable 
and are sufficient to justify the Rural 
Electrification Administration in ad- 
vancing the necessary funds under the 
loan contract aforesaid to make the 
proposed improvements and exten- 
sions in the telephone system of appli- 
cant. 

Based upon its investigation and the 
showing which has been made to it, 
the Commission finds that the rates 
and charges shown on Appendix “A,” 
hereto attached and made a part here- 
of [omitted herein], are fair and 
reasonable and ought to be approved 
conditioned upon the completion of 
the improvements and extensions here- 
inbefore set out. 

Now, therefore, in consideration 
thereof it is ordered, adjudged, and 
decreed by the Florida Railroad and 
Public Utilities Commission that the 
rates and charges shown on Appendix 
“A” hereto attached [omitted here- 
in] be and the same are hereby ap- 
proved, said approval, however, be- 
ing specifically conditioned upon the 
completion of the proposed improve- 
ments and extensions hereinbefore 
referred to and set out in this or- 
der. 

It is further ordered that the appli- 
cant Florala Telephone Company, In- 
corporated, file with this Commission 
a full and complete schedule of its ex- 
change rates and charges as authorized 
herein showing the effective date 
thereof, and that said company keep 
this Commission fully advised from 
time to time concerning the progress 
being made in its expansion and im- 
provement program. 
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Re Maine Public Service Company 


F. C. No. 1371 
March 20, 1951 


PPLICATION by electric company for approval of increased 
l \ rates; increased rates authorized. 


Return, § 87 — Electric company. 
1. A return of 6.05 per cent was considered reasonable and necessary for 
an electric company, p. 151. 

Valuation, § 36 — Rate base determination — Investment basis. 


2. Investment less depreciation and contributions plus an allowance for 
working capital, the investment in plant being averaged for the year, was 
used as the rate base of an electric utility, p. 151. 


Expenses, § 122 — Electric company — Cost of power — Imported power. 
Discussion of the computation of power costs of an electric company pur- 
chasing part of its power under contract from a Canadian company by virtue 
of an export license, p. 151. 


(Hitt, Commissioner, concurs.) 
vw 


APPEARANCES: Edward T. Gig- by publication in newspapers in Houl- 
noux, Portland, for Maine Public ton, Presque Isle, and Bangor at least 
Service Company; James P. Archi- seven days before the hearing. At 


bald, Houlton, for Aroostook Cham- 
bers of Commerce. 


By the CoMMIssIon: Maine Pub- 
lic Service Company, a utility, filed on 
December 14, 1950, rates to become 
effective January 14, 1951, proposing 
an increase to all customers excepting 
their sales to so-called independent 
electric utilities. After a summary in- 
vestigation the Commission suspended 
the proposed rates for a period of three 
months unless otherwise ordered. 

A public hearing was ordered to be 
held in Presque Isle on February 8, 
1951, and notice of same to be given 
by mail to certain individuals and 


the time and place of the hearing notice 
was proved to have been given as or- 
dered and appearances of E. T. Gig- 
noux of Verrill, Dana, Walker, Phil- 
brick & Whitehouse, attorneys at 
Portland for the company and James 
Archibald, attorney for the Associa- 
tion of Aroostook Chambers of Com- 
merce were noted. Subsequently we 
were informed by the association that 
it found no ground for protest and 
did not desire further hearing in the 
matter. At the conclusion of the 
Presque Isle hearing, adjournment 
was made to Augusta and the hearing 
resumed March 6th, in order that 
further testimony might be heard rela- 


87 PUR NS 150 





a ee a ae a a ae | 


RE MAINE PUBLIC SERVICE CO. 


tive to some exhibits prepared by the 
Commission. 

In 1947 and 1948, Maine Public 
Service Company was confronted by 
a severe power shortage, due primarily 
to drought conditions. In those years 
it had to rely in part on a paper mill 
and two U. S. Destroyers located in 
Portland to get a substantial portion 
of its power requirements. Beginning 
in 1948, the company began an exten- 
sive program of increasing its own 
generating capacity in Aroostook 
county. Its total plant in 1947 was 
$5,283,153; in 1948 was $5,902,636; 
in 1949, $6,534,763 ; in 1950, $8,519,- 
416, and in 1951 it is estimated will be 
$9,481,539. The result has been that 
where formerly the company had placed 
its chief reliance for power on a hydro 
plant at Tinker in New Brunswick, it 


now has a capacity in Aroostook of 
18,000 kilowatts of steam and Diesel 
power and 2,200 kilowatts of hydro to 
go along with 8,200 kilowatts at Tink- 
er plus 1,000 kilowatts of Diesel at 
Tinker. 


Maine & New Brunswick Electrical 
Power Company Limited is a New 
Brunswick corporation owned by 
Maine Public Service Company. 
Maine-New Brunswick owns 
Tinker hydro plant and the 1,000-kilo- 
watt Diesel plant. Power is sent to 
Maine Public Service Company by 
virtue of an export license issued by 
The Department of Trade and Com- 
merce, Canada. In general, Canadian 
law provides that the needs in Canada 
must be cared for before power can 
be exported. 

In 1948, Maine Public Service re- 
ceived a general rate increase but with 
an increase in plant from nearly $5,- 


300,000 (1947) to nearly $9,500,000 
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the. 


(1951) and an increase in total oper- 
ating expenses from $1,174,591 
(1947) to $1,942,450 (1951 es- 
timate) the company felt the need for 
increased revenues. 

On net investment the company 
earned in 1948 a return of 3.44 per 
cent, in 1950, 5.62 per cent, with an 
estimated earnings at present rates of 
4.32 per cent in 1951. 

[1,2] The proposed increase in 
rates requested calls for $287,600 ad- 
ditional revenue which under present 
Federal taxes would net the company 
approximately $152,000. In a very 
careful and quite complete list of ex- 
hibits the company went into its opera- 
tions, describing in detail a break- 
down of its business in accordance 
with the Commission’s classification of 
accounts. The earnings proposed 
would give a net return of 6.05 per 
cent which in our opinion is reasonable 
and necessary, being figured on invest- 
ment less depreciation and contribu- 
tions plus an allowance of $430,840 
for working capital. The investment 
in plant was averaged for the year. 

With the exception to be noted in 
our opinion the items for 1951, which 
are of course estimated, bear a proper 
relation to actual expenses for 1950. 
From the information we have, we be- 
lieve we are entirely justified in ac- 
cepting the company’s figures other 
than as later set forth. 

Maine Public Service has a contract 
dated in 1931 which sets the rates it 
shall pay Maine-New Brunswick for 
hydro power generated at Tinker. 
Maine Public Service in 1931 was 
maintaining and operating Squa Pen 
reservoir in Maine for the benefit of 
Tinker. Till 1938, Maine Public 
Service was paid $5,000 per month for 
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this benefit by Maine-New Brunswick. 
That year payments were increased to 
$6,250 per month. In 1945 Maine 
Public Service built a reservoir at 
Millinocket Lake and the payments 
were increased to it to $6,750 per 
month to serve as recompense for 
Maine Public Service Company’s addi- 
tional investment. Maine Public 
Service Company pays a fixed charge 
of $10,000 each month to Maine-New 
Brunswick and for the first 1,000,000 
kilowatt hours an additional $10,000 
plus .25 cents for each kilowatt hour 
in excess of the 1,000,000 kilowatt 
hours each month. 

New Brunswick has first call on the 
energy generated at Tinker and the 
load in New Brunswick has increased 
from 1,494,003 kilowatt hours in 1926 
to 11,259,198 kilowatt hours in 1950. 
It is estimated New Brunswick’s de- 
mand in 1951 will be 12,267,600 kilo- 
watt hours. This of course means 
that New Brunswick is taking more 
and more of the firm power of the 
Aroostook river generated at Tinker. 
Until 1929 the flow of the river, as- 
sisted by the reservoir at Squa Pen 
was sufficient to supply the demands 
of New Brunswick to Maine Public 
Service. But beginning in 1929, 
Maine Public Service to supply its 
power demands had to buy from out- 
side sources. Tinker produced for 
Maine Public Service up to 1933 ap- 
proximately 12,000,000 kilowatt hours 
per annum. 

However, with the reservoir at 
Millinocket Lake and the installation 
of steam and Diesel plants in Maine, 
Mr. Frederick W. Utz, an engineer 
of Stone & Webster, testifying for 
the company reached the conclusion 
that Tinker could produce 55,000,000 
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kilowatt hours with its present in- 
stallation and 63,000,000 kilowatt 
hours with the new unit to be installed 
this summer. This was shown by a 
flow duration curve based on an ay- 
erage of seventeen years’ flow. 

If, as Mr. Utz says there can be 
expected - 55,000,000 kilowatt hours 
out of Tinker (63,000,000 kilowatt 
hours after new unit installed this sum- 
mer), the company’s estimate that in 
1951 it will get 33,122,400 kilowatt 


hours out of Tinker is too low. 


This year water conditions have 
been good. But 55,000,000 a year is 
4,600,000 kilowatt hours odd per 
month. The company’s estimate was 
that Tinker would produce 3,500,000 
kilowatt hours in January, 1951, 2,- 
800,000 kilowatt hours in February, 
1951. Actually January has produced 
5,668,500 kilowatt hours and Feb- 
ruary 5,213,900 kilowatt hours, some 
70 per cent more than the company’s 
estimate on a so-called normal water 
year. The company estimated that 
during the time the plant was partially 
down, while the new unit was being 
installed, a loss of 2,000,000 kilowatt 
hours would be expected from the 
“normal water year.” This loss has 
already been more than compensated 
for. 

Assuming the 55,000,000 kilowatt 
hour output for 1951, as testified to 
by Mr. Utz, and 12,000,000 kilowatt 
hours going to Maine-New Bruns- 
wick, it would leave Maine Public 
Service 43,000,000 kilowatt hours in 
1951 and with a 63,000,000 kilowatt 
hour output in 1952 and Maine-New 
Brunswick taking 13,000,000 kilo- 
watts would leave 50,000,000 kilowatt 
hours to Maine Public Service. We 
cannot close our eyes to the effect of 
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the installation of the new unit at 
Tinker, although its benefits may not 
be apparent until 1952. As previously 
stated, Maine Public Service estimated 
33,122,400 kilowatt hours out of Tink- 
er in 1951 which figure included 
600,000 kilowatt hours of Diesel, in- 
dicating some 32,500,000 kilowatt 
hours of hydro energy. If Maine Pub- 
lic Service in defending the terms of 
the contract with Maine-New Bruns- 
wick is satisfied that 55 to 63 million 
kilowatt hours annually can be ob- 
tained by it from Tinker hydro power, 
we are of the opinion that such figures 
should be considered in estimating the 
amount of hydro it will receive. 

In the company’s estimate of power 
in 1951 it figured as follows: Squa 


Pen 600,000 kilowatt hours, Caribou 
4,688,000 kilowatt hours both hydro; 


Caribou Diesel 13,627,000 kilowatt 
hours; Houlton Diesel 570,000 kilo- 
watt hours; Caribou steam 42,430,600 
kilowatt hours; from Bangor Hydro 
Electric Company 1,000,000 kilowatt 
hours, and from Maine-New Bruns- 
wick 33,122,400 kilowatt hours, a to- 
tal of 96,038,000 kilowatt hours. 
During 1950, Maine Public Service 
received 39,940,259 kilowatt hours 
from Maine-New Brunswick paying 
therefor $242,248 or an average on 
a yearly basis of .6065 cents per kilo- 
watt hour. The company’s estimated 
purchases for 1951 amounted to 33,- 
122,400 kilowatt hours of which 600,- 
000 kilowatt hours is to be Diesel gen- 
erated. The estimated cost of the 
33,122,400 kilowatt hours was $246,- 
400. The estimated cost of the 600,000 
kilowatt hours Diesel is $23,070. The 
cost of hydro is therefore .00686 cents 
per kilowatt hour on annual basis. 


If Tinker hydro is good for some 
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55,000,000 kilowatt hours in 1951 and 
Canada takes around 12,000,000 kilo- 
watt hours, there is approximately 
10,000,000 kilowatt hours over the 
company’s estimated kilowatt hours 
available in 1951. If Tinker hydro 
can produce 63,000,000 kilowatt hours 
with the new unit in 1952 and Canada 
consumes some 13,000,000, there will 
be around 50,000,000 kilowatt hours 
available for Maine Public Service in 
1952. 

There are of course some variables 
to be considered in these computations. 
But in our opinion they balance out 
and we are justified in recomputing 
the estimated expenses with respect to 
power in 1951. 

The company should get around 
10,000,000 kilowatt hours over its 
1951 estimate from Tinker hydro at 
a cost of approximately $25,000. Do- 
ing this they will not have to generate 
that amount on this side of the border. 
The company estimates a cost of 
$390,300 in producing 42,430,600 
kilowatt hours by steam at Caribou. 
This would be .00919 cents per kilo- 
watt hour. We estimate that to pro- 
duce 10,000,000 less kilowatt hours 
would save around $91,000. Caribou 
Diesel cost for 1951 for 13,627,000 
kilowatt hours was $169,100 or .0124 
cents per kilowatt hour. The company 
might cut down the kilowatt hours of 
Diesel production, which would in- 
crease the savings in expense slightly. 
The 1952 figures, with additional use 
of the 4-cent hydro, will reflect fur- 
ther savings in power costs. 

From all the evidence we are satis- 
fied that $70,000 can reasonably be 
deducted from the estimated expenses 
made by the company. Deducting this 
also from the requested revenues will 
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not change the estimated rate of return 
for 1951 of 6.05 per cent. 
It is, therefore, 


ordered, adjudged, and decreed 


that Maine Public Service Company 
shall file a new schedule of rates to 
produce $217,000, said rates to be 
worked out with this Commission and 
same to become effective on short- 
term filing. 


HILL, Commissioner, concurring: 
Being in accord, I have joined in the 
Commission’s opinion and decree. In 
the light, however, of my opinion of 
August 27, 1948, in F. C. #1278, 
I wish to add some brief general ob- 
servations relative to the change in 
conditions and in the character of the 
evidence, which I think establish for 
this rate increase a basis which was 
lacking in the above-mentioned pro- 
ceeding. 

Since the 1948 case Maine Public 
Service Company has engaged in a 
broad and extensive campaign of plant 
expansion necessary to overcome the 
conditions portrayed in the previous 
opinion. Toward that end its manage- 
ment has taken vigorous, progressive 
and effective action. 
investment in plant has been increased 
from $5,902,636 in 1948 to $8,519,- 
416 in 1950 and construction plans 
visualize a total plant of $9,481,539 in 
1951. Since the previous case the 
company has nearly tripled its capac- 
ity. It has now established a margin 
of safety between the peak load and 


The company’s. 


its capacity so that, on the testimony 
presented, it is well prepared to cope 
with adverse conditions and to prevent 
any recurrence of such grossly inade- 
quate service conditions as resulted 
from the drought in the winter of 
1947-1948. In my previous opinion 
it was stated that: 

“It is imperative that this company 
take every possible step to prevent the 
recurrence of anything approaching 
such conditions in the future. When 
that has been done a proposal to in- 
crease rates might be less unattrac- 
tive.” 

The evidence is that the company 
has taken the necessary action. The 
plant improvements made by Maine 
Public Service Company since its 1948 
rate case merit the approbation of 
this Commission. They also demon- 
strate an increased service-quality po- 
tential and a greater service value to 
the customer. 

Furthermore, 1 think the exhibits 
and testimony placed before us in the 
instant case have been such as to sup- 
port with convincing data the con- 
clusions at which the witnesses and 
the company arrived (except as other- 
wise indicated by our decision) in a 
manner which I think was lacking in 
the previous case. Other objections 
referred to in F.C. #1278, such as 
the method of determining the rate of 
return for a given year of heavy con- 
struction by using a year-end rate base 
figure, were eliminated in the present 
proceeding. 
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FEDERAL POWER COMMISSION 


Re Potomac Electric Power Company 


Docket No. E-6339 
February 7, 1951 


A PPLICATION for authority to amortize charges associated with 


refunded bonds; granted. 


Accounting, § 21 — Amortization of debt discount and expense. 
An electric company which had redeemed first mortgage bonds by the issu- 
ance of a like principal amount of bonds at a lower interest rate was granted 
an exemption from the provisions of Balance Sheet Accounts Instruction 6-E 
of the Uniform System of Accounts and permitted to dispose of the redemp- 
tion premium, unamortized sale premiums, and duplicate interest associated 
with the refunding by charging to Account 531, Amortization of Debt Dis- 
count and Expense, the amount of estimated reduction in income taxes for 
the year arising from the deductibility of the expenses shown and to amortize 
the remainder of the net expense by amounts equivalent to the net annual 
reduction in interest resulting from the refunding by charges to Account 531, 
Amortization of Debt Discount and Expense, over a period of four years and 


eleven months. 


By the Commission: Potomac 
Electric Power Company (“appli- 
cant”) on January 12, 1951, filed 
application under Balance Sheet Ac- 
counts Instruction 6-E of the Com- 
mission’s Uniform System of Ac- 
counts Prescribed for Public Utilities 
and Licensees, for authority to amor- 
tize charges associated with bonds re- 
funded in May, 1950, over a period of 
four years and eleven months from the 
date of the refunding. 

The applicant on May 15, 1950, re- 
deemed $20,000,000 principal amount 
first mortgage bonds, 34 per cent 
series due July 1, 1966, by the issuance 
of a like principal amount of bonds, 
23 per cent series due May 1, 1985. 

The refinancing has resulted in 
charges to be amortized in the net 
amount of $253,279.63, determined 
by the applicant as follows: 
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Item Amount 


Redemption premium on 34% 
bonds $550,000.00 
Unamortized sales premium on 
33% bonds at May 15, 1950 .. (178,605.26) 
Duplicate interest from May 15, 
81,250.00 
$452,644.74 


1950 to July 1, 1950 
Less reduction in provisions for 
1950 income taxes— 
District of Colum- 


bia ($15,955.73) 


Federal (183,409.38) (199,365.11) 


Net expense to be amortized ... $253,279.63 


The applicant proposes to charge to 
Account 531, Amortization of Debt 
Discount and Expense, the amount of 
$199,365.11, which is the estimated 
reduction in income taxes for 1950 
arising from the deductibility of the 
expenses shown above; and to amor- 
tize the remainder of the net expense, 
namely $253,279.63, by amounts 
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equivalent to the net annual reduction 
in interest resulting from the refund- 
ing, computed by the applicant to be 
$51,367.15, by charges to Account 
531, Amortization of Debt Discount 
and Expense, over a period of four 
years and eleven months commencing 
with May 16, 1950. 

The Public Utilities Commission of 
the District of Columbia, the Public 
Service Commission of Maryland and 
the State Corporation Commission of 
Virginia have each advised that they 
approved the applicant’s accounting 
procedure outlined above. 

The Commission finds: Good and 
sufficient cause has been shown why 
permission of the Commission should 
be granted, as hereinafter provided, 
for exemption from the provisions of 
Balance Sheet Accounts Instruction 6- 


E of the Uniform System of Accounts, 

The Commission orders: 

(A) Permission hereby is granted 
to the applicant to dispose of the 
redemption premium, unamortized 
sale premiums, and duplicate interest 
associated with the refunding of $20,- 
000,000 principal amount 34 per cent 
bonds, in the manner set forth above, 
provided, however, that the applicant 
may accelerate the amortization of the 
$253,279.63, if it desires to do so. 

(B) The permission granted here- 
in is for accounting purposes only, and 
shall not be construed as a finding with 
respect to the reasonableness of the 
amortization charges, should such an 
issue arise in any proceeding affecting 
the rates, charges, practices, rules, reg- 
ulations, operations, or tariffs of the 
applicant. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Lancaster ‘Transportation Company 


W. J. Dillner Transfer Company 


Complaint Docket No. 15013 
December 18, 1950 


Ca against alleged illegal transportation by motor 
carrier; complaint sustained. 


Definitions — Meaning of word “goods.” 


1. “Goods” as used in a certificate of convenience and necessity was held 
to be synonymous with the word “property” notwithstanding rulings, under 
some circumstances requiring strict construction, that the word “goods” 
should not have a broad meaning, p. 157. 


Certificates of convenience and necessity, § 127 — Scope of authority — Trans- 


portation of goods. 


2. A motor carrier, authorized to transport property under certain circum- 
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stances but restricted in the transportation of “goods,” violates the terms of 
the certificate when transporting kegs of nails, since within the meaning 
of the certificate the word “goods” is synonymous with the word “property,” 


p. 157. 


By the Commission: On June 20, 
1950, Lancaster Transportation Com- 
pany filed a complaint with this Com- 
mission against W. J. Dillner Trans- 
fer Co., alleging that, on or about 
March 29, 1950, the respondent trans- 
ported an 11,408-pound shipment of 
nails from American Steel and Iron 
Company at Rankin to Steinman 
Hardware Company at Lancaster, 
which was not authorized by the cer- 
tificate of public convenience issued to 
the respondent at A. 61744, Folder 3. 
The rights granted by the said cer- 
tificate are as follows: 

“To transport, as a Class D carrier, 
property in shipments weighing 5,000 
pounds or more, which because of its 
size or weight require special handling 
and the use of special equipment such 
as trucks having winches or special 
equipment attached, or trucks with 
special body construction, or pole 
trailers or drop frame trailers, from 
points in the city of Pittsburgh, Al- 
legheny county, and within a radius 
of 50 miles thereof, to other points in 
Pennsylvania.” 


The respondent, in its answer to the 
complaint, averred that authority for 
the transportation of said shipment 
was contained in its certificate issued 
by this Commission at A. 61744, Fold- 
er 2, which reads, in part: 

Fs to transport, as a Class C 
carrier, property from points in said 
(Allegheny) county, to other points in 
Pennsylvania ; ( provided ) 

that the rights, powers, and 
privileges hereby granted with respect 
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to the transportation of goods from 
points within the city of Pittsburgh 
and within the county of Allegheny to 
points outside of Allegheny county are 
limited to points within 50 
miles by the usually traveled highways 
of the City-County building, Pitts- 
burgh ; Pa 

The respondent freely admitted at 
the hearing held on September 7, 
1950, that the said shipment did not 
require special handling. Counsel for 
respondent thereat stated : 

“T want the record to be perfectly 
clear that we admit that this shipment 
was made, that it was steel nails in 


kegs, and I understand that they 
weighed only 100 pounds. 

“We also concede that kegs are 
packages weighing not more than 100 
pounds and would not require special 
equipment for either loading or un- 
loading or transporting them.” 


[1, 2] The contention of the re- 
spondent is that nails constitute “prop- 
erty” but not “goods” and that, there- 
fore, the 50-mile radius limitation on 
“goods” does not apply to the ship- 
ment of nails. 

A review of the law in regard to 
the definition of “goods,” leads to the 
conclusion that, in general, the term 
“goods” means any form whatsoever 
of movable, tangible, personal prop- 
erty. In some instances the meaning 
of the word “‘goods” has been extend- 
ed to cover intangible personal prop- 
erty as in the construction of the Fair 
Labor Standards Act of 1938, wherein 
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insurance policies and the transmission 
of telegrams were held to be “goods.” 

Likewise, in tax statutes, the words 
“goods, wares, and merchandise” have 
been held to include intangible per- 
sonal property. Re Johnson’s Estate 
(1939) 333 Pa 193, 4 A2d 157. In 
other instances the word “goods” has 
been restricted in meaning for differ- 
ent reasons such as the reason that the 
statute or writing involved required 
strict construction. The respondent 
has cited three such cases in its brief. 

The first of these cases is that of 
Gitt v. Hoke (1930) 301 Pa 31, 151 
A2d 585, wherein the court held that 
the Bulk Sales Act of 1919 did not ap- 
ply to “the unsold products of a manu- 
facturer.” As the act was in deroga- 
tion of the common law, it required 
strict construction. 

The second case cited by the re- 
spondent is that of Newcastle v. 
Treadwell (1907) 35 Pa Super Ct 30, 
wherein it was held that newspapers 
were “goods, wares, and merchan- 
dise,” within the meaning of a munic- 
ipal ordinance prohibiting their sale on 
the Sabbath. Although the court em- 
phasized that newspapers were “‘goods, 
wares, and merchandise,” because they 
were the subject of sale, nevertheless 
the court did not imply that only per- 
sonal, tangible property offered for 
sale could constitute ‘‘goods, wares, 
and merchandise.” 

The third case cited by the respond- 
ent is that of Vasse v. Ball (1797) 2 
Yeates [Pa] 178, wherein the court 
held that the term “goods” in a policy 
of marine insurance did not compre- 
hend household goods in use. The 
question, however, involved in that 
case was whether or not the insurer 
had to pay for the loss of goods seized 


87 PUR NS 


by the British during the Napoleonic 
Wars because the insured was carry- 
ing contraband. The court held first 
that household goods were not contra- 
band, and second that the loss of 
household goods was not contemplated 
under the term of the policy on 
“goods,” “goods” being such as are 
merchantable and a part of its cargo. 
The meaning, however, of the word 
“goods” with regard to the law of con- 
traband or the law of insurance is 
hardly conclusive in the present in- 
stance, as these would be again two 
instances where strict limitation would 
be imposed upon the usage of the 
word. 

There does not appear to be any 
reason why a departure from the gen- 
eral meaning of the term “goods” 
should be made in the construction of 
the respondent’s certificate at A. 
61744, Folder 2. Accordingly, we 
conclude that the word “goods” as 
used in said certificate is synonymous 
with the word “property.” 

Upon consideration of the record in 
this proceeding, we find and determine 
that W. J. Dillner Transfer Co. on or 
about March 29, 1950, transported an 
11,408-pound shipment of nails in 
100-pound kegs from American Steel 
and Iron Company, Rankin to Stein- 
man Hardware Company, Lancaster, 
for compensation without authority 
from this Commission and thus in vio- 
lation of § 201 of the Public Utility 
Law, Act of 1937, P. L. 1053, and 
also in violation of the certificates of 
public convenience granted to it by 
this Commission; therefore, 

It is ordered: 

1. That the complaint of Lancaster 
Transp. Co. v. W. J. Dillner Transfer 


158 





LANCASTER TRANSP. CO. v. DILLNER TRANSFER CO. 


Co. at C. 15013 be and is hereby sus- 
tained. 

2. That, except as authorized by 
this Commission, W. J. Dillner Trans- 
fer Co. cease and desist from the 
transportation of property or goods 
from points located within Allegheny 
county to points more than 50 miles 
by the usually traveled highways from 


the City-County building, Pittsburgh. 

3. That W. J. Dillner Transfer Co. 
forfeit and pay to the commonwealth 
of Pennsylvania the sum of $50, in 
accord with the provisions of § 1301 
of the Public Utility Law, Act of May 
28, 1937, P. L. 1053, as amended, for 
the violation of the said law established 
in this complaint. 





FEDERAL POWER COMMISSION 


Re Public Power & Water Corporation 


Project No. 2006 
January 11, 1951 


PPLICATION by power and water corporation for license, un- 
der Federal Power Act, for a power project to be located on 
the St. Lawrence river; license denied. 


Water, § 18.2 — Power project license — International boundary stream. 


Construction of a power project on the St. Lawrence river, an international 
boundary stream, should be undertaken by the United States rather than 


by a public utility corporation. 


By the Commission: The Public 
Power and Water Corporation of 
Trenton, New Jersey, filed an applica- 
tion on August 23, 1948, supplement- 
ed on May 2, 1949, for a license under 
the Federal Power Act for a power 
project in the International Rapids 
section of the St. Lawrence river near 
Massena, New York, and a seaway de- 
velopment including a 30-foot naviga- 
tion channel extending between Lake 
Superior and Montreal, Canada. 

The proposed hydroelectric develop- 
ment would consist of a concrete dam 
(designated as Long Sault dam) ex- 
tending from the United States shore 
of the river in St. Lawrence county, 
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New York, to the upstream end of 
Barnhart Island; a powerhouse (des- 
ignated as Barnhart Island power- 
house) with installation of about 
2,200,000 horsepower forming a dam 
extending from the downstream end of 
Barnhart Island to the Canadian 
shore; numerous dikes for protection 
of lands along the river; a concrete 
control dam (designated as Iroquois 
dam) extending from the mainland 
near Rockway Point, New York, to 
Iroquois Point, Canada; Massena 
canal intake control works ; and appur- 
tenant facilities. The maximum nor- 
mal high-water elevation of the pool 
created by the powerhouse and Long 
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Sault dam would be 242 feet above 
mean sea level at those structures. 
The proposed power and seaway proj- 
ect is about the same as that described 
in the final report of the Corps of En- 
gineers, United States Army, submit- 
ted in 1942, as amended, and the plans 
are largely taken from that report. 
On December 19, 1950, in Re Pow- 
er Authority of the State of New York 
(Project No. 2000), 87 PUR NS 65, 
we held that these same water re- 
sources on the United States side of 
the international boundary should be 
developed by the United States, and 
we ordered the matter referred to Con- 
gress in accordance with the provi- 


sions of § 7 (b) of the Federal Power 
Act, 16 USCA § 800 (b). 

The Commission finds: That part 
of the proposed power and seaway de- 
velopment located on the United 
States side of the international bound- 
ary between the United States and 
Canada is substantially the same as 
that which we held on December 22, 
1950, in accordance with § 7 (b) of 
the act, should be undertaken by the 
United States itself. 

The Commission orders: The ap- 
plication of Public Power and Water 
Corporation, as supplemented, for a 
license under the Federal Power Act 
for Project No. 2006 is hereby denied. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government cwned utilities; news concerning prod- 

ucts, supplies and services offered by +) jeaeeataied 
also notices of changes in personnel, 


El Paso Natural Gas Expansion 
To Cost $92,000,000 

F* Paso NaturAL Gas Company plans to 

spend $92,000,000 during the next three 

years to expand its pipe line system in Cali- 

fornia, Texas, New Mexico, and Arizona, ac- 
cording to President Paul Kayser. 

Approximately $23,000,000 of the amount 


will be spent this year, with $50,000,000 ear- 
marked for 1952 and the balance for 1953. 


Illinois Power Breaks Ground 
For New Unit 


pry Power Company has started ground 
work for the first unit of its new $25,000,- 
000 power plant near Hennepin in Putnam 
county, Illinois. 

The initial unit will cost $15,000,000 and 
when completed by June, 1953, will have a 
generating capacity of 75,000 kilowatts, ac- 
cording to K. F. Bader, secretary. 

Mr. Bader said plans are being considered 
for installing additional units, but negotiations 
are incomplete. 


New Boiler Designs Meet 
Fuel Changes and Costs 


paneene day changes in quality, price, and 
availability of fuels calls for new designs 
in boilers and fuel burning equipment, P. R. 
Loughin, chief staff engineer of The Babcock 
& Wilcox Company, said when he spoke be- 
fore the spring meeting of The American So- 
ciety of Mechanical Engineers at Atlanta, 
Georgia, recently. 

Mr. Loughin said that up until several years 
ago the designs for power plant equipment 
could be based on specified fuels for a given 
locality, but recent developments have made 
it necessary to provide “boilers and fuel burn- 
ing equipment to accommodate a greater di- 
versity of fuels and fuel quality.” 


Hails Réle of Gas Industry in 
Nation’s Current Defense Plan 


T= nation’s gas industry is well equipped 
today to assume the double task of assist- 
ing industries in defense production, and mak- 
ing sure its highly efficient service to millions 
of American homes continues, according to D. 
A. Hulcy, president of the Lone Star Gas 
Company, and president of the American Gas 
Association. 

_Mr. Hulcy, principal speaker at the 25th an- 
niversary celebration of Servel, Inc.’s gas re- 
frigerator, declared that some companies will 


have to adjust all or part of their facilities 
to manufacturing products for the govern- 
ment. 

“Other companies,” he said, “will play no 
less a part in our national defense if they take 
a more aggressive stand for the marketing of 
their products. It will be their function to 
keep up or increase the flow of consumer goods 
and services so necessary to the prosperity, 
health, happiness and morale of our people.” 

The AGA president noted that the gas in- 
dustry is now the sixth largest in size of all 
industries in the United States, and remarked 
that it was only in 1935 that “the prophets of 
doom were held forth” about the industry. 

“This growth itself signifies the great ca- 
pacity of our industry to serve and to partici- 
pate in the program for making our nation 
stronger,” he said. 

Mr. Hulcy reported that today, the gas in- 
dustry serves well above 24 million customers, 
a gain of 52 per cent over 1935, 


Rural Transformer Offers New 
Single-Step Voltage Regulator 
A= low-cost, single-step voltage regula- 
tor is being produced by the Rural 
Transformer & Equipment Company, 632 
North Eighth street, Milwaukee 3, Wisconsin. 
This regulator is designed to reduce cus- 
tomer complaints on overloaded lines and 
stave off the immediate need for recoppering 
and rephasing. It is said to be particularly 
adapted to rural distribution lines where it 
may be cascaded with minimum inter-reaction 
to bring voltage within tolerable limits. 
Brochure will be sent upon request. 


Stabilizer Provides Safe 
Footing for Ladders 


NEw ladder stabilizer that makes any kind 
of ladder sure-footed for greater safety 


A 


is being distributed by Mine Safety Appli- 
ances Company. 

The Hydra-Lizer (hydraulic ladder-stabil- 
izer) is an adjustable steel attachment for the 


(Continued on Page 34) 





METER SEALING TO 


Ss steel construction, pow- 
erful leverage, wire snips. 
Weighs ? ozs. ey 

with flat lettered dies $6 
Slotted or recessed dies, 75 
additional. Order direct. - 


A. C. GIBSON CO., INC. suraro's, x. | 


OL 





Mention the FortnicHtty—It identifies your inquiry 


33 


MAY 10, 1951 





INDUSTRIAL PROGRESS—( Continued) 





lower end of straight or extension ladders. It 
provides safe footing for ladders in places 
where the two legs would not be on the same 
level, and can be used on any surface regard- 
less of contour. It is listed by Underwriters’ 
Laboratories, Incorporated. 

Company officials expect the new device will 
have wide application for public utility crews, 
tree surgeons, electricians and others who use 
ladders in their work. 


Gas Industry Can Fuel 
U. S. Defense Program 


aA least a partial solution to the problem of 
fueling the nation’s defense program is 
available in the vigorous and growing natural 
gas industry. 

“Gas producers and suppliers need only the 
approval of the Federal Power Commission, 
and assurance of adequate steel supplies, to 
launch an expansion program aggregating al- 
most a billion dollars,” Frederic O. Hess, pres- 
ident of the Gas Appliance Manufacturers As- 
sociation, said at the opening session of the 
group’s 16th annual meeting, held recently in 
Chicago. 


PG&E Announces New 
$86,000,000 Power Additions 


N $86,000,000 power project, which will ex- 
tend Pacific Gas and Electric Company’s 
billion dollar postwar construction program 


into 1954, was announced recently by James 
B. Black, president. This project will add 
500,000 kilowatts of steam-generated electric 
capacity to the company’s system. 

Four 125,000-kilowatt generating units have 
been ordered for the new development, Mr. 
Black stated. They are to be installed at loca- 
tions not yet finally determined. At least one 
generator is expected to be in operation late 
in 1953. These generators are so large that 
together they could supply a city of more than 
a million inhabitants. They exceed by 50,000 
kilowatts the total installation which the Gov- 
ernment has made on the Shasta project. 

The P. G. & E.’s new undertaking, extend- 
ing its unparalleled postwar expansion pro- 
gram into 1954, will bring the company’s in- 
vestment in new facilities since V-J Day to 
more than one billion dollars. 

Besides the work which the company jis 
carrying on in major power projects, substan- 
tial additions also are being made to the com- 
pany’s transmission and distribution system, 
both gas and electric. Expenditures on new 


facilities for this year are estimated at $130,- 
000,000. 


New Wesix Wall Furnace 


Fy improvement in the line of elec- 
tric heaters which have been manufac- 
tured by the Wesix Electric Heater Co. for 
over thirty years was recently announced to 
the industry with the introduction of the 
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PUBLIC UTILITY 


PRINTING SPECIALISTS 


REGISTRATION 
STATEMENTS 


For more than a quarter of a century, Pandick Press 


has worked closely with utility companies. Our printing 


services to the industry range from highly technical 


PROSPECTUSES 


legal documents to beautifully illustrated descriptive 


brochures in full color. 


Whatever the nature of your printing requirements, 


we believe you will like the assurance of accuracy and 


ANNUAL REPORTS 


INDENTURES 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, lhe. 


22 THAMES ST., NEW YORK 6 


Established 1923 


71 CLINTON ST., NEWARK, WJ. 
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Exide-Manchex BATTERIES 


South Carolina Electric & Gas for positive switchgear operation 


Company 
In Exide-Manchex Batteries you get ALL the qualities 
that add up to dependable performance, long battery life, 
maximum economy. They give you: 


POSITIVE OPERATION. Energy is delivered at high or low rates, 
providing dependable performance at ample voltage with no 
switching failures. 

INSTANTANEOUS POWER, capable of discharging at high rates 
for switchgear operation and providing adequate reserve power 
for the dependable performance of all other control circuits and 
also emergency lighting. 


LOW OPERATING COST. Extremely low internal resistance. Power 
required to keep battery floated and fully charged ranges between 
Union Electric Company of Missouri i 0.25% and 1.0% of the 8 hour discharge rate in amperes. 


LOW MAINTENANCE AND REPAIR COSTS. Water required about 
twice a year. No change of chemical solution needed during life 
of battery. Repair costs negligible. 


UNUSUALLY LONG LIFE, due to sturdy construction; the famous 
manchester positive plate; a combination of specially treated 
wood and plastic separators; and many other exclusive features. 


GREATER CAPACITY in a given amount of space, avoids over- 
crowding of equipment. 

These and other features combine to make Exide-Manchex the 
best buy for all central and substation battery services. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
Public Service Company of New “Exide” and ““Manchex" Reg. Trade-marks U.S. Pat. Of. 


Hampshire 
1888... DEPENDABLE BATTERIES FOR 63 YEARS...1951 


You get all these trouble-free construction features in EXIDE-MANCHEX BATTERIES 


one cueteeias long-life manchester Heavy terminal posts with copper Slotted plastic separators, impervious 
positive plate inserts for extra conductivity for to chemical and electrical reaction. 
Latest devziopment in molded glass instant high discharge. 


jers for compact installation. Plastic spacers for plate alignment. 
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Wesix wall furnace, the successor to the FSE 
line of flush wall automatic electric heaters. 

Information on the new heaters can be ob- 
tained from the Wesix Electric Heater Com- 
pany, Room 324, 390 First street, San Fran- 
cisco 5, California. 


Consolidated Natural Gas Plans 
$66,250,000 Program 
 Pipqeceney ~ NatTurRAL GAs Company plans 

a record $66,250,000 construction program 
in 1951 in order to meet present and antici- 
pated demands for natural gas, according to 
Frank H. Lerch, Jr., president. 

The 1951 program includes $10,000,000 to 
extend the company’s pipeline system in New 
York State to serve the Utica-Albany area, 
$15,600,000 to expand the underground gas 
storage system, and $10,000,000 for additional 
transmission lines from the underground stor- 
age fields to the Pittsburgh-Youngstown- 
Cleveland area. The company spent $33,000,- 
000 for construction in 1950. 


Transit Firms Buying Over 
$46,000,000 of Vehicles 

HE nation’s urban transit industry will 

spend more than $46,000,000 for new ve- 
hicles this quarter, according to H. L. Bollum, 
president of the American Transit Association 
and head of Springfield (Mass.) Street Rail- 
ways Company. 


Manufacturers will produce 2,317 vehicles 
under the National Production Authority’s 
order granting interim relief from copper and 
aluminum limitations in the second quarter, 
This total includes 2,000 motor buses, 222 
trolley coaches, 15 streetcars, and 80 subway 
and elevated rapid transit cars, according to 
Mr. Bollum. 

Each vehicle will cost an estimated $20,000. 

Mr. Bollum said the transit industry will 
require a minimum of 7,900 vehicles this year 
to replace obsolete equipment. Transit firms 
have estimated their 1951 needs at 6,650 buses, 
1,000 trolley coaches, 150 rapid transit cars, 
and 100 streetcars. 


Transcontinental Gas to Spend 
$19,000,000 in 1951 


OT amsconrinanraL Gas Pipe Line Cor- 
PORATION, which recently completed its 
$240,000,000 natural gas pipeline from Texas 
to New York, plans to spend an additional 
$19,000,000 in 1951 on three expansion proj- 
ects, according to President Claude A. Wil- 
liams. 

The 1951 program includes a 27-mile link 
to New England, extending from Paterson, 
New Jersey, to Greenwich, Connecticut, build- 
ing of an 1l-mile auxiliary line across Staten 
Island and New York Harbor to Brooklyn, 
and the installation of additional compressor 
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The addition of offset-lithog- 
raphy presses to our facili- 
ties for letter-press printing 
makes our service to utility 
companies more impressive 
than ever before. 

We are available 24 hours 
a day, 7 days a week... 
because we know that our 
ultimate test is achieving the 
highest standards of quality 
within the limits of your 
deadline. 


CONFIDENTIAL 
SERVICE 
SINCE 1920 
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ON GUARD.. 


TO KEEP COAL COSTS DOWN 


7#¢ ROCKLAND LIGHT AND POWER 
COMPANY’S NEW HUDSON PLANT 


imum operating economy, in spite of increasing 
ower costs, was the primary consideration in the 
esign of the new 120,000 kw. (ultimate capacity) 
team plant of Rockland Light and Power Co., at 

omkins Cove, N. Y. 

The first unit, of 20,000 kw., in operation since 

rch, 1949, is one of a series of standard plants— 
esigned by Burns and Roe, Inc., Engineering Con- 
ultants, to realize the ultimate in economy from 
both plant layout and equipment. Richardson Auto- 
natic Coal Scales were selected to assure accurate 
ecords of coal consumption. 

Two Model EE39, 200-lb. units, one right hand 
nd one left hand, each with 15T/Hr, capacity, auto- 
matically weigh coal from 290-ton overhead bunker 
0 pulverizers. Scales were supplied complete with 
lectric timer type “no-flow” alarm to warn of any 
nterruption in flow of coal; dustproof, siftproof, 
Houble rack-and-pinion, ball-bearing gates to con- 


ALS HANDLING BY 


WEIGHT SINCE 1902 


trol flow; and dust-tight, flexible inlet connections 
to seal joints and eliminate pressure on scales. 

For over 40 years Richardson Automatic Coal 
Scales have been helping central stations and indus- 
trials eliminate preventable coal waste and produce 
more power at less cost...a g reason for calling 
on Richardson when you plan to modernize your 
present plant or build a new one. 


3 BULLETINS AVAILABLE 
Send For Them Today For Complete Information On: 


EE-39, for dust tight, average service—200-300 Ibs. 
per discharge—Bulletin No. 0150 

Model K-39, for pressure tight (up to 60” of 
water), large capacity service—400-500 Ibs. per dis- 
charge—Bulletin No. 0250 

Monorate, non-segregating coal distributor—Bul- 
letin No. 1349 


RICHARDSON SCALE COMPANY 
Clifton, New Jersey 

Atlanta © Boston © Buffalo °* Chicago 

Cincinnati * Detroit * Houston * Minneapolis 

New York * Omaha ¢* Philadelphia © Pittsburgh 

San Francisco * Wichita ©* Montreal * Toronto 
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facilities to increase the pipeline’s daily ca- 
pacity to 505 million cubic feet, or 50 million 
greater than the presently authorized capacity. 


Millionth Meter Installed by 
Southern California Edison 


T= SOUTHERN CALIFORNIA Epison Com- 
PANY recently connected the one-millionth 
meter to its electric service lines. 

W. C. Mullendore, president, personally con- 
nected the special gold-plated meter in a cere- 
mony at Whittier, California, and called _at- 
tention to the progress made by Southern Cali- 
fornia and the Edison Company during the past 
fifty-five years. From a plant investment of 
$11,000, a single 60 Kilowatt steam-electric 
generating station and a total connected load of 
eight arc lights in 1896, the company has grown 
until today it serves a million meters and a 
territory of approximately 3,000,000 people. Its 
plant investment amounts to more than $600,- 
000,000. 











600 VOLT ELECTRIC UTILITY WIRE 


3300 Feet to Reel; 2 Conductor #14 Gauge; Black Mica 
Braided Cover, Heavy Rubber Insulated, 7 Strand Tinned 
Copper. Irreplaceable Today’s Market. . S. Gov't. Re- 
placement Cost $250.00 Per Reel. Our Price F.O.B., N.Y. 
$66.00 Per 3300 Ft. Reel. Wire Funds to Chase National 
Bank, N.Y., Payable Against R.R. or Truck Bill of Lading 
or Certified Invoice For Your Purchase! Immediate Ship- 
ment. 


Zine Trading Co., 244 Riverside Dr., New York 25, N. Y. 


Mo. 6-3438 











At present operating twenty-nine electric 
generating plants, both hydro-electric and 
steam-electric, the company has two additional 
plants under construction and by the end of 
this year will have spent approximately $340, 
000,000 on the first six years of its current con- 
struction and plant expansion program. 


Dravo Issues Catalog on Piping 
Fabrication and Erection 


o demonstrate its experience and facilities 

for fabrication and erection of industrial 
piping, Dravo Corporation, Pittsburgh 22, has 
made available a 24-page illustrated booklet, 
Bulletin 1700. Its many pictures show piping 
installations in steel mills, for gas transmission 
system, central power stations, water pumping 
stations, heating plants, oil refineries, and chem- 
ical process plants. Dravo’s engineering and 
fabrication facilities are also illustrated and 
described. 


Hotpoint Issues New 
Trade-in Manual 


NEW trade-in manual outlining six basic 

plans for operating a successful trade-in 
business is being offered to dealers by Hot- 
point, Inc. 

The 24-page manual, entitled “Trade For 
Profit,” points out the historic part trade-ins 
have in the appliance business and outlines a 
specific program for a dealer to follow in han- 
dling a trade-in. 
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Lincoln 


THIRTY-FIVE YEARS 
OUTSTANDING SERVICE 


IS HABIT DEPRIVING YOU OF SOMETHING? 


For instance, has habit governed your financial printing relationships to 
the extent that you have never enjoyed the advantages of “printed by 
Lincoln"? This is a fact—the feeling of our new customers invariably is 


something like this: 


“Wish we had done business with you folks before." 


Since our competitors are on their toes, tceo, Lincoln quite evidently 
does a rather special job. May we explain? 


TO YOUR INDUSTRY 
IN FINANCIAL AND 
CORPORATE 


NEW YORK 


CHICAGO PLANT 


PLANT 130 


732 


SHERMAN 
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Printing 


CEDAR 


STREET (6) WoOrth 4-37690 


STREET 5) WAbash 2-400! 
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ONLY THE MODERN GASAPACK 
ELIMINATES OLD-FASHIONED GAS HEATER CONTROLS 





y 





OLD-FASHIONED WAY MODERN GASAPACK WAY 


NEW GASAPACK ELIMINATES 
67% OF CONTROL ASSEMBLY LABOR 
«-- CAN BE USED ON NATURAL, 
MANUFACTURED OR L-P GAS 


Yes, the GasaPack revolutionizes all old-fashioned methods of 
heater control. No more assemblies of separate controls — A-cock, 
B-cock, regulator, filter, solenoid or diaphragm valve—with their 
nipples, reducers and other connections! 


Check These Advantages 


a Built-in regulator, automatic pilot and filter, safety 

shut-off, and 3-position gas knob replace all ordinary 
controls and provide compact, modern styling. Silent 
operation. 


e Thermostatic Temperature Control easily added with 
Electric Top or Mechanical Thermostat. Both types pro- 
vide Multi-Stage Flame control, not mere on and off. 


> 100% Automatic, 100% Safe Lighting, 100% Fail- 
Safe, 


100% Shut-Off Safety, plus simplified assembly, 
reduced inventory and production costs. AGA listed. 


Instead, you have ONE simple, compact, efficient unit, with 
all essential controls “built-in,” and only one connection to make! 

A-P’s modern design offers many other advantages. Service, if 
ever required, is reduced to simple replacement of one unit. And 
you can provide complete thermostatic temperature control, with 
two simple, easily installed sets that spell additional profit on every 
heater sale! Write for Bulletin G-6. 


DEPENDABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 


2470 N. 32nd Street 


. Milwaukee 45, Wisconsin 





In Canada: A-P Controls Corporation, Lid., Cooksville, Ontario 
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How to make his job easier... 


too! 


He doesn’t need to subtract, or even 
write the figures longhand. And the 
Accounting Department doesn’t ques- 
tion his arithmetic or his handwriting. 

He records the meter readings with 
only a few simple pencil marks on IBM 
Cards. His job is easier . . . results are 
better. 

But this is only a small part of the 


ALLE 





story. Other IBM electronic develop. 
ments have improved al/ phases of 
customer accounting . . . including 
bill calculation and audit functions. 


IBM’s leadership in applying electron- 
ics to business machines has given utili- 
ties a ready means for reducing costs 4s 
well as providing better service for 
their customers. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, N. Y. 


— 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 
or at some contemplated special meeting—pro- 


posals other than routine are to be voted upon—to raise 


debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, ete.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 





time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 








National or Sectional Coverage 


e . 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS « PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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TWO NAMES TO REMEMBER 
FOR HELP WHEN YOU NEED IT 








—-OR BEFORE 


Common WEALTH 





This is a day of technical, economic, social and regulatory 
changes and developments — numerous and fast-breaking. It 
calls for specialization in nearly every phase of business. 

Commonwealth Services and its engineering subsidiary 
Commonwealth Associates are a compact group of specialists, 
skilled in team-work, accustomed to detailed attention to 
clients’ needs. Experience records in electric and gas utility 
work cover over 40 years. 

Here is a ready made supplementary staff for you, on 
call at your convenience for specific problems, projects, or 
continuing programs. 








Check the ways in which Commonwealth can contribute to the efficiency and economy of 
your organisation. Write for booklet describing the many services available to you. 
Address: Commonwealth Services Inc., Department E2, 20 Pine Street, New York 5, N.Y. 





INVESTIGATIONS * REPORTS * FINANCING © ACCOUNTING © SYSTEMS © TAXES © INSURANCE 
PENSIONS * RATES © DEPRECIATION © VALUATIONS © DESIGN AND CONSULTING ENGINEERING 
METERING © PURCHASING * INDUSTRIAL AND PUBLIC RELATIONS * MERCHANDISING * ADVERTISING 





20 PINE STREET NEW YORK 5, N.Y. HANOVER 2-0170 


232 MICHIGAN AVE. W. JACKSON, MICH. 1025 CONNECTICUT AVE. N.W. WASHINGTON 6, D.C. 
OAL 8121 STERLING 3363 


ABILITY+ EXPERIENCE > RESOURCEFULNESS « RESULTS 
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LEFFEL Hydraulic Turbines 


... @ standard of quality since 1862 





— 


Leffel hydraulic turbines have meant 
quality since the first Leffel turbine was 
built in 1862. In the years following 
that time the plant has been modern- 
ized, and the newest equipment has 
been added. But that original policy 
of integrity and quality, begun over 
89 years ago, has remained unchanged. 
A Leffel turbine is still designed and 
manufactured to give decades of serv- 
ice (there are Leffel turbines in use 
today which were installed over half a 
century ago). Time has shown that the 
quality features of a Leffel turbine pay 
dividends in dependability and effi- 


ciency for the power plant. 





The turbine installation in.a hydraulic 
power development must give many 
years of reliable service. With Leffel 
turbines you can be sure. Write, wire 


or phone today. 


SPRINGFIELD, OHIO, U.S.A. 
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Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 





2 Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 

To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 
e 
To Keep Investment Markets Abreast of Your Company 


ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





The Analysts Journal 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 
C) Please enter my subscription for one year at the subscription rate of $4.00. 


(] Please send me your advertising brochure. 























10, 195; May 10, 1951 Public Utilities Fortnightly 





How to develop 


the potential ability 


of your 


supervisors 


P. 


L. one company after 
another, the group-conference system has Adiga 
to be i a profitable method for training supervisors to . 


a @ Develop management ability. 
~~ @ Apply policies and procedures uniformly. 
@ Uncover weak spots in company organization. 
° trapreve employee morale and productivity. 


is ‘System, trained aden! guide the discussions within 
‘small groups. Supervisors themselves get a chance to help formulate 
~ company Policy ‘and program contributing their own ideas and 
informatign, <. 


i. have a fund of 


ee EBASCO 
i such a ‘program, : 


ain the om your tanks and ore 

» the co} er way. We Ss 

_ Be gad to discuss ome 8 ERVICES 
= bat of Your INCORPORATED 


‘Booker! Write os your ga Mobies Sireet 
reprint of” a helpful article, : New York é, N. ¥. ae BS * CONS TRo, 


Bho co Dewslopment’. a mm EBA 
im Ge is (item: 


OE ae 4 “tm * 
ea ‘ aoa PA Pens eee en eer 8s consu¥* 


Appraisal . Budget . Business Studies - Consusting Engineering * Design & Construction . Financial . Industrial Relations . 
laspection & Expediting . insurance & Pensions . Purchasing » Rates & Pricing « Research . Sales & Marketing . Systems & Methods . Taxes . Traffic 


a RERNS 
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Guardians / 


SPRAGUE 


CAST IRON AND ALUMINUM CAS 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 


Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 





SPRAGUE NO. 1A METER 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 

The foresight of Sprague Engineers in the 

past, today makes the oldest Sprague 

models as efficient as the newest. 


“4H © Os = 


—" tw 2D 


The services of the Sprague Engineering 
Staff cre at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of cotalogs. SPRAGUE 1500 REGULATOR 


a ee eae eS a ee, oe ee | 


THE SPRAGUE METER COMPANY | 


BRIDGEPORT 4, CONNECTICUT 


BRANCHES DAVENP RT IOWA @ HOUSTON TEXAS 


LOS AN ey CAL ® SAN FRANCISCO 
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What does this International have 
that other trucks dont have? 


L-120 International Truck (5,400 pounds GVW) with stake body—one 
of the 87 basic models, thousands of specialized variations in the world’s 
most complete line of trucks. 


1. ithas an $11,000,000 valve-in-head engine. 
The new Silver Diamond valve-in-head power 
plant is built for truck work—and truck work 
only—in the world’s largest exclusive truck 
engine plant. You get specialized truck con- 
struction that means fewer maintenance bills. 
You get specialized truck power that means 
lower operating costs. 


2. It has “‘the roomiest cab on the road.” Send 
your men to work in the most comfortable 
International ever built. Your men will ride 
in the Comfo-Vision Cab—“roomiest cab on 
the road.” They'll get full front visibility 
through a one-piece, curved Sweepsight wind- 
shield. They'll enjoy controlled ventilation in 
any weather. 


3. It has Super-steering and Super-maneuver- 
ability. A worker isn’t all tired out after a 
drive in a new International Truck. A new 
International Truck is easy to maneuver in 
traffic, easy to park, easy to turn in the short- 
est practical circles. The man behind the 


wheel enjoys more positive steering control 
from a more comfortable driving position. 


4. It has heavy-duty engineered stamina. You 
get comfort and easy handling without sacri- 
fice of ruggedness in a light-duty Interna- 
tional. Every International—light, medium, 
and heavy-duty—is heavy-duty engineered. 
This assures you the savings in operation and 
maintenance and the long life that have kept 
Internationals first in heavy-duty truck sales 
for 19 straight years. 


Make your next buy an extra-value Interna- 
tional. See your nearest International Truck 
Dealer or Branch. Get all the facts on how an 
extra-value International means extra profits 
for you. 


International Harvester Builds 
McCormick Farm Equipment and Farmall Tractors 
Motor Trucks . . . Industrial Power 
Refrigerators and Freezers 


International Harvester Company * Chicago 


See the new 


INTERNATIONAL <> TRUCKS 
Every model heavy-duty engineered for the long haul 
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‘MERCOID 
CON T-GeL> 


ou can always count on 
their fine engineering 
to give very dependable 
service for a long time 


| They are built to las 





THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41,1 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue AMERICAN APPRAISAL Company 


ORIGINAL COST STUDIES ¢ VALUATIONS ¢ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











$2 Ford, Bacon & Davis 
AED a hg Engine connssoeee™ 


NEW YORK © PHILADELPHIA © CHICAGO e LOS ANGELES 








(Professional Directory Continued on Next Page) 























52 


Public Utilities Fortnightly May 10, 1951 





——$—$ 


PROFESSIONAL DIRECTORY (continued) 








GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 





fay 1 








GILBERT ASSOCIATES, lnc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Personnel’ Relations 

e * 
Inspections and Surveys Reading New Vork Heastea Original Cost Accounting 


Feed Water Treatment Philadelphia @ Washington Accident Prevention 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 

















HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground « Construction Maintenance e Ball Field Lighting 
Right of Ways « Chemical Control ¢ Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States 











CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 
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JENSEN, BOWEN & FARRELL 


ENGINEERS 
ANN ARBOR, MICHIGAN 
saideuuteedieabieie:: = = «(icone STUDIES— 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 


10, 1951 


ee, 







































She huljian Coyoralion 


ENGINEERS @ CONSTRUCTORS 





1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
WASHINGTON, D.C. ¢ ROME, ITALY ¢ CALCUTTA, INDIA 
CARACAS, VENEZUELA e MEXICO CITY, MEXICO ° 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


Utility Management Consultants Specializing in REGULATORY 
GAS AND 
ELECTRIC MUNICIPAL 
ana COST ANALYSIS PROSLEMS 
for past 35 years 
_ Send for brochure: "'The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


F 120 Broadway New York 














TAXES 


pone MIDDLE WEST muance 
sana SERVICE aa 


PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND ' SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 












231 SOUTH LA SALLE STREET. 
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SANDERSON & PORTER Sap 


ENGINEERS 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 











ALBRIGHT & FRIEL, INC. GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
FRANCIS S. FRIEL ENGINEERS 


Gonsaiiing Gagincers HARRISBURG, PENNSYLVANIA 
Water, Sewage and industrial Waste Problems ‘ hiteentine = . — 
Airfields, Refuse Incinerators, Industrial Buildings Reporte—A 

City Planning, Reports, Valuations, Laboratory Original Cost and Depreciation Stadles 


121 SOUTH BROAD STREET PHILADELPHIA 7 Rate Analyses—insurance Surveys 

















BLACK & VEATCH W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS Consulting Engineers 


Appraisals, investigations and re Load and Capacity Studies — Rate Cases 
Feruction of Public Uailty Properties Posacel Pesaeg 
on 0 Tr 
as ” y mabtteited Investigations — Reports — Supervision 


4706 BROADWAY KANSAS CITY, MO. 55 Liberty Street New York 5 











EARL L. CARTER FRANCIS S. HABERLY 


Consulting Engineer CONSULTING ENGINEER 


REGISTERED IN INDIANA, NEW YORK, OHIO, ; ae 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Valuation — Depreciation 
Public Utility Valuations, Reports and Investigations and Reports 

Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 122 SoUTH MICHIGAN AVENUE, CHICAGO 











Mention the FortNIGHTLY—It identifies your inquiry 














May 10, 1951 


Public Utilities Fortnightly 





—_—_— 


PROFESSIONAL DIRECTORY (concluded) 





SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


hestnut Street Philadelphia 2, Pa. 
enti Tel. Rittenhouse 6-3037 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatig St., CHicaco 











HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. 
E. MONTFORD FUCIK CALVIN V. DAVIS 


Hydro-Electric Power Projects 
Transmission Lines, 8 Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DISsTRI- 
BUTION — Power STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Avs. CxiIcaco 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial § Financial Statements 
Rate Case Investig Investigations 
Revenues and Expenses Examined 
$19 Eleventh Street, N.W., Washington |, D. C. 
Telephone: National 7793 


t De 


United States — Company, Inc. 


> N J 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 


WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 














Organization and Procedural Studies 


ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 
70 Pine Street © New York 5, N. Y. 





Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 





BOwling Green 9-5165 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Custom-Built 


any size... 


to fit your 
installation 





The history and background of Pacific Boiler Feed Pumps is a history 
and background of the design and manufacture of centrifugal pumps 
for the most extreme temperatures and pressures called for by industry. 
Pacific designed the solid forged steel case for high pressures:and 
high temperatures ... pioneered the use of chrome alloy steels for impelle 
diffusers and all other internal parts, as well as developing many other 
features now recognized as standard. in the industry. Pacific Boiler Feed 
Pumps in operation include small units of the vertical type for 47,700 Il 
per hr. and 710 psig discharge pressure to very large units of the 

Bulleti F F horizontal type for 800.000 Ibs. per hr. and 2430 psig discharge pressur¢ 

tin TOP Gives Geta Pacific has the solution for your boiler feed problem. 


TPACI FIC cam a IN ALL PRINCIPAL CITIES 
eo SK acl us jumps Inc. 


PTTD DSS woxrincron ranx, cauronna 


Export Office: Chanin Bldg., 122 E. 42nd St., New York * Offices in All Principal Cit 





1950 purchases of RM units 


up nearly 81% over 1949. 


Need for faster shipment, 


flexibility, seen as basic factors. 


Last year, 77 different electric utilities saved an 
average of 4 weeks in delivery time and 8 per cent 
in purchase price per transformer by specifying 
General Electric’s RM power transformers. Their 
total 1950 buying resulted in an 80.6% increase 
in orders for standardized units. 

This year, too, vital time can be saved. Right 
now, RM shipments are from 5 weeks to 5 months 
shorter and prices are 8 per cent lower than for 
nonstandard units of similar ratings. 

Are you sure you realize how much flexibility 
in application you can obtain and still qualify 
for RM savings? “‘Loadability” and voltage ratios, 
for example, are worth checking again—particu- 


“<a 


a eee 


larly with the need for faster delivery being wha 


it is. 
General Electric Company, Schenectady 5, N. 


* “RM” stands for Repetitive Manufacture and cov 


General Electric’s standardized power transformers 


to 10,000 kva. You can obtain many optionc! fecturet 


—including primary voltages — and still qual’ ‘y fork 
price. Special engineering is eliminated on °M tro 
formers. As a result, prices are lower, deli ries 0 


shorter. Booklet GEC-479 contains full inform »tion. 


#14 








